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1974. Omega‘’s common stock is traded in the over-the- 
counter market and its debentures and warrants are listed 
on the American Stock Exchange. 


The Commission first initiated the trading suspension on 
November 7, 1973, pending clarification of the results of 
Omega’s operations for the year ended June 30, 1973, and 
because the company was delinquent in filing its annual 
report on Form 10-K for 1973. Omega subsequently filed 
its Form 10-K for 1973 and its Form 10-Q for the three 
months ended September 30, 1973, and, in addition, issued 
a press release attempting to summarize the information 
contained in the Form 10-K and 10-Q. 


Omega has, as is reflected in its Form 10-K for 1973 and as 
stated in its releases to the public, encountered financial 
difficulties resulting primarily from the maturity of large 
amounts of debt. The company has stated that it’s future 
viability is dependent, among other things, on management's 
ability to (a) renegotiate, refinance, or convert a substantial 
amount of its debt, (b) sell certain of its assets at a reason- 
abie price, and (c) develop a profitable operation, none of 
which can be assured. 


Omega reported for the fiscal year ended June 30, 1973, 

a net loss of $59 million which includes a loss from oper- 
ations of $7 million, equity in loss of subsidiaries held for 
sale or sold of $14 million, and a loss of extraordinary 
items of $38 million; for fiscal 1972 comparable restated 
figures showed a net loss of $42 million, including a loss of 
$5 million from operations and a loss on extraordinary items 
of $32 million; for fiscal 1973 after giving effect for the 
loss, a net worth deficit of approximately $32 million and 
in addition to the net worth deficit, Omega had a negative 
cash flow and a deficit working capital position. 


Omega has informed the Commission that preliminary 
figures for the six-month period ended December 31, 1973, 
now indicate that Omega had a loss from operations of 
over $3 million, a negative net worth in excess of $41 
million, a negative cash flow, and a deficit working capital 
position as of November, 1973, of approximately $2.2 
million. 


The Form 10-K for fiscal year 1973 disclosed in addition to 
the above facts, certain immediate problems Omega was 
encountering including the following: 

(a) Ithad an obligation to pay, by December 31, 
1973, $10 million of a $20 million bank loan 
and to reduce other debt by an additional $10 
million: 

(b) $5 million of its mortgage debt was to become 
due February 1, 1974; 

(c) Transcontinental Music Company (TMC), a 
majority-owned subsidiary, was continuing to in- 
cur losses, was being refused vendor credit and 
did not have the necessary cash to make adequate 
inventory purchase; and 

(d) $3,150,000 principal amount of its debt had 
matured on November 30, 1973, although Omega 
was asserting an offsetting claim which is in liti- 
gation. 
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The following additional information has been given to the 
Commission by Omega: 


Omega was not able to make the $10 million bank debt 
payment due December 31, 1973, but did renegotiate the 
terms. To obtain the new terms Omega agreed to pay the 
banks an additional $5 million, so that it must now make a 
$4 million payment by March 31, 1974 and make an $11 
million payment by June 30, 1974. The remaining $10 
million must be paid in semi-annual installments beginning 
in May 1975. In addition to the above payments, Omega 
must reduce by June 30, 1974, other of its debt by $10 
million. 


To make these, as well as other payments, Omega is con- 
sidering, among other things, attempting to sell its interest 
in General Felt Industries and has agreed to sell TMC to 
Pickwick International, Inc. Omega is to retain the accounts 
receivable of TMC, which are expected to produce from $4 
to $6 million over the next several months. This sale is 
expected to result in a $7.5 million net loss to Omega 
which was included in computing its negative net worth. 


In addition, Omega is contemplating transferring major 
operating plants, property, machinery and equipment to its 
subsidiaries, General Felt Industries and Okonite, in ex- 
change for their assuming relating debt of approximately 
$25 million and issuing notes to Omega. Okonite is to is- 
sue to Omega approximately $4 million of senior secured 
notes and approximately $9.5 million of subordinated notes 
and General Felt Industries is to issue approximately $13.5 
million of senior secured notes. Omega intends to sell cer- 
tain of these notes at discounted values. 


There can be no assurance that General Felt Industries will 
be sold, that Omega can or will effect the asset transfer to 
General Felt and Okonite, or even if such assets are trans- 
ferred, that the notes received can be sold. Further, even if 
the sales are consummated, there is no assurance that these 
proceeds and the proceeds from the TMC sale will be re- 
ceived in sufficient time to make the required bank debt 
payments or that the proceeds will be in sufficient amounts. 
In addition, there are a number of required lender consents 
which have to be obtained. 


Omega does not have the present ability to make the $5 
million mortgage debt payment due February 1, 1974, un- 
less it can successfully arrange an extension of the payment 
or obtain refinancing. There can be no assurance that 
Omega can do either of the above and the successful re- 
solution of this problem is essential to the contemplated 
asset transfer to Okonite. 


The litigation involving Omega’s offset against the 
$3,150,000 of debt that matured November 30, 1973, is in 
settlement negotiations but there can be no assurances that 
a settlement can be reached and any such settlement would 
be subject to a number of conditions precedent and would 
require various approvals. 


Omega asserts that it will be in a position to meet the 
$813,000 interest payment on its 6-%% subordinated de- 
bentures which is due on January 15, 1974. 


A failure to meet any of the above immediate debt obli- 
gations could result not only in a default under the related 
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debt instrument but also in defaults under certain other 
debt instruments. Such defaults could result in the ac- 

celeration of all or a significant amount of Omega’s debt 

or in the sale of substantially all of its assets to reduce such 

indebtedness, although its subsidiaries, Okonite and General 
Felt Industries, would continue in business. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10596/January 14, 1974 


The Securities and Exchange Commission has issued an 
order granting an application of the PBW Stock Exchange, 
Inc. for unlisted trading privileges in the common stocks 
of the following companies: 


CRYSTAL OIL CO. 
DEN-TAL-EZ, INC. 
EDGINGTON OIL CO. 

IONICS, INC. 

SOUTHEAST BANKING CORP. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10597/January 14, 1974 


COMMISSION ANNOUNCES CONCLUSIONS CONCERN- 
ING DISCRIMINATION RULEMAKING PETITION 


The Securities and Exchange Commission today made 

public its conclusions with regard to the petition submitted 
by the Office of Communication and Task Force on Women 
in Church and Society of the United Church of Christ, the 
Task Force on Women of the United Presbyterian Church, 
U.S.A., and the National Organization for Women. The 
petition asked that the Commission promulgate rules re- 
quiring national securities exchanges, national securities as- 
sociations and registered broker dealers to demonstrate af- 









firmatively that they have not discriminated in their em- 
ployment practices. In a letter to counsel for those request- 
ing these rule changes, the Commission explained why it 
had decided not to promulgate the rules requested. The 
text of that letter follows: 


Earle K. Moore, Esq. 

Moore, Berson & Bernstein 
660 Madison Avenue 

New York, New York 10021 


Dear Mr. Moore: 


On September 28, 1972, your clients, the Office of 
Communication and Task Force on Women in Church and 
Society of the United Church of Christ, the Task Force on 
Women of the United Presbyterian Church, U.S.A., and the 
National Organization for Women, filed a petition requesting 
that the Commission adopt rules which, among other 
things, would require national securities exchanges, national 
securities associations and registered broker dealers to demon- 
strate affirmatively that they have not discriminated against 
women and minority groups in their employment practices. 
As you are aware, the Commission invited public comment 
on the rules proposed by your clients 1/, and similarly 
sought and obtained the views of various governmental 
agencies, including the Department of Justice and the Equal 
Employment Opportunity Commission. These comments 
have been carefully considered together with the petition 
and other views expressed by your clients. For the following 
reasons, the Commission has concluded not to adopt the 
rules your clients have suggested. 


Although, consistent with the language and objectives of 
the federal securities laws, the Commission may act to as- 
sure that regulated entities do not follow practices (includ- 
ing employment practices) that may prove inimical to the 
investing public or may prove deleterious to other elements 
of the Commission’s concern, that fact does not demon- 
strate that the Commission should take the specific action 
that your clients have proposed. Under present circum- 
stances, the Commission is not persuaded, either by your 
clients’ request, or by the comments received thereon, that 
the adoption of the rules proposed would be appropriate. 


The employment statistics provided to the Commission 
by your clients may evidence a pattern of discrimination in 
our society, and do not appear inconsistent with the view 
that the apparently heavy concentration of minorities and 
women in blue-collar and clerical positions in the securities 
industry could be a result of past employment discrimination 
within the industry itself. 2/ But they do not, of course, 
present a definitive picture concerning the current employ- 
ment practices of the industry -- whether meaningful steps 
have been and are being taken to assure that current and 
future applicants for employment and promotion are fairly 
judged on their merits and not on the basis of sexual, racial, 
ethnic or other irrelevant considerations -- and what the 
impact of such practices might be on investors and our 
capital markets. 


If we were to accept the view that some action by the 
Commission might be appropriate, there would remain the 
question of what action the Commission should take. In 
this context, it is important to note that existing federal 
laws 3/ already guarantee equal employment opportunities 
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to all persons regardless of race, religion, color, sex or 
national origin, and an Equal Employment Opportunity 
Commission (“EEOC”) has been established to administer 
those provisions. They are enforceable against all businesses 
engaged in interstate commerce with 15 or more employees. 
Thus, the securities exchanges, the NASD and firms that 
employ the over-whelming majority of persons employed 
by the brokerage industry are covered by these laws. While 
the jurisdiction of the EEOC in the area of employment 
discrimination is not exclusive and that agency has advised 
the Commission that it welcomes participation by other 
federal agencies, we are not persuaded, in light of the in- 
formation currently at our disposal, that any rule we 

might adopt should require more than adherence to the 
antidiscrimination strictures already inherent in federal law. 
But such rules, if we were to adopt them, would at best 

be duplicative of existing law. For these reasons, the Com- 
mission would prefer a clearer demonstration that voluntary 
action within the securities industry, as well as effective 
enforcement of existing law by duly authorized agencies, 
will not prove adequate to meet the ills your clients perceive, 
before the Commission considers further what, if any, 
action should be taken or diverts its limited resources from 
other tasks. 


Nevertheless, although the Commission does not de- 
lieve it presently is appropriate for it to adopt rules of the 
type proposed by your clients, it recognizes that elimin- 
ation of discrimination in employment is a matter of 
national concern. The Civil Rights Act of 1964 and the 
Equal Employment Opportunity Act of 1972 reflect that 
concern and are applicable to virtually all elements of the 
securities industry. The Commission’s own Equal Employ- 
ment Opportunity affirmative action plan includes pro- 
visions by which the Commission is undertaking, with the 
principal self-regulatory organizations, a joint campaign to 
recruit women and minority group members into pro- 
fessional level securities industry positions. And the Com- 
mission intends to initiate closer cooperation with the 
Equal Employment Opportunity Commission to gain the 
advantage of its insights and its sources of information. 


Although the Commission has not adopted the rules 
proposed, it firmly believes that all persons and firms in the 
securities industry should take appropriate action to as- 
sure that federal antidiscrimination statutes are obeyed and 
that discriminatory employments practices are eliminated. 
And we have today asked the securities industry self-regu- 
latory organizations to keep us informed concerning the 
progress they and their member firms make in furtherance 
of this important national goal. 


For the Commission, 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 9908 (Dec. 14, 
1972). This comment period, after one extension (Securi- 
ties Exchange Act Release No. 9964 (Jan. 24, 1973)), 
expired on March 13, 1973. 


2/ The type of showing made by your clients might be 
held sufficient as a prima facie showing of employment 
discrimination if, unlike the situation before us, a court or 
agency were adjudicating a question of employment dis- 
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crimination. Such a showing might be refuted by an adver- 
sary party in such a context. Cf, e.g., National Labor 
Relations Board V. Mansion House Center Management 
Corp., 473 F. 2d 471 (C.A. 8, 1973). The present rule- 
making context presents a different situation. 


3/ See Title VII of the Civil Rights Act of 1964, 43 U.S.C, 
§2000(e) et. seg., and amendments thereto; Equal Employ- 
ment Opportunity Act of 1972, Public Law 92-261 (March 
24, 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10598/January 15, 1974 


Admin. Proc. File No. 3-4219 
In the Matter of 


A. C. KLUGER & CO. 
200 East 42nd Street 
New York, New York 
(812748) 


ALAN C. KLUGER 
GEORGE H. NEWMAN 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, A.C. Kluger & Co. (“registrant”), a registered 
broker-dealer, has filed a stipulation and consent, and Alan 
C. Kluger and George H. Newman, partners of registrant, 
have submitted offers of settlement. Solely for the purpose 
of these proceedings or any other proceedings pursuant to 
Sections 15b, 15A and 19(a) (3) of the Exchange Act, and 
without admitting or denying the allegations in the order 
for proceedings, respondents consent to findings of willful 
violations as atleged in that order and to the imposition of 
specified sanctions. 1/ 


After consideration of the offers of settlement and upon the 
recommendation of its staff, the Commission determined to 
accept the offers. On the basis of the order for proceedings, 
the offers of settlement and registrant’s consent, it is found 
that: 2/ 


1. During the period from about February 9 to September 
28, 1972, registrant and Kluger, willfully aided and abetted 
by Newman, willfully violated Sections 5(a) and 5(c) of the 
Securities Act in that they offered, sold and delivered 
shares of common stock of Minute Approved Credit Plan, 
Inc. (‘Minute’) when no registration statement under the 
Securities Act had been filed or was in effect as to such 
securities. 


2. During the same period, registrant, willfully aided and 
abetted by Kluger and Newman, willfully violated Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in that, in the offer 
and sale of Minute stock, they made material misrepresenta- 
tions concerning the participation of others in the stock's 
distribution, the misapplication and diversion of funds 











ta- 











realized from its sale, the return to certain investors of a 
portion of the purchase price, purchases of Minute stock by 
registrant, and the placing of a substantial portion of the 
Minute offering in nominee accounts. 


3. During the period from about June 9 to September 28, 
1972, registrant, willfully aided and abetted by Kluger and 
Newman, willfully violated Section 15(c) (2) of the Ex- 
change Act and Rule 15c2-4 thereunder in that, while 
participating in a distribution of Minute stock on a “best 
efforts, 50% or none” basis, registrant failed to deposit 
promptly funds received in payment for such stock in a 
separate bank account, as agent or trustee for the persons 
with a beneficial interest therein, and to return such funds 
to the persons entitled thereto when the required minimum 
amount of the offering was not sold. 


4, During the same period, registrant, willfully aided and 
abetted by Kluger and Newman, willfully violated Section 
15(c) (1) of the Exchange Act and Rule 15c1-4 thereunder 
in that it effected transactions in Minute stock without 
giving or sending customers timely written confirmations 
disclosing the capacity in which it acted and other required 
information. 


5. During the same period, registrant, willfully aided and 
abetted by Kluger and Newman, willfully violated Section 
17(a) of the Exchange Act and Rules 17a-3, 17a-4 and 17a- 
11 thereunder in that it failed to make accurately, keep 
current and preserve certain books and records; to give 
telegraphic notice that its books and records were not 

kept current; and to file a report stating that steps being 
taken to correct that situation. 


Registrant consents to an order revoking its broker-dealer 
registration. Kluger’s offer provides that he may be sus- 
pended from association with any registered broker-dealer, 
registered investment adviser or registered investment 
company for a period of one year, and barred from any 
such association in a supervisory capacity with the proviso 
that, after two years, he may apply to the Commission for 
permission to become so associated upon a reasonable 
showing of such training or other qualification as the Com- 
mission may reasonably request. 3/ Newman’s offer pro- 
vides that he may be censured and suspended from as- 
sociation in a supervisory capacity with any registered bro- 
ker-dealer, investment adviser or investment company for 
aperiod of 60 days. 


Inview of the foregoing, it is in the public interest to 
impose the sanctions to which respondents have consented. 


Accordingly, 1T IS ORDERED that the registration as a 
broker and dealer of A. C. Kluger & Co. be, and it hereby 
is, revoked; that, effective as of the date hereof, Alan C. 
Kluger be, and he hereby is, suspended from association 
with any registered broker-dealer, registered investment 
adviser or registered investment company for a period of 
one year, and barred from any such association in a super- 
visory capacity with the proviso that, after two years, he 
May apply to the Commission for permission to become so 
associated upon a reasonable showing of such training or 
other qualification as the Commission may reasonably 
request; and that George H. Newman be, and he hereby is, 
censured, and, effective January 28, 1974, suspended from 
association in a supervisory capacity with any registered 

































broker-dealer, investment adviser, or investment company 
for a period of 60 days. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The consents of registrant and Kluger are additionally 
for the purpose of any other proceedings pursuant to Sec- 
tions 203(e) and 203(f) of the Investment Advisers Act and 
Section 9(b) of the Investment Company Act. 


2/ The findings herein are not binding upon any of the 
other respondents named in these proceedings. 


3/ Kluger will not be precluded from having a direct or in- 
direct non-voting ownership interest in any registered bro- 
ker-dealer, registered investment adviser or registered 
investment company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10599/January 15, 1974 


Admin. Proc. File No. 3-4307 
In the Matter of 


QUODAR EQUITIES, LTD. 
Great Neck, New York 
(816202) 


LAWRENCE LEVINSON 
Hollywood Hills, Florida 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings under Sections 15(b) and 15A of the 
Securities Exchange Act and Section 10(b) of the Securities 
Investor Protection Act of 1970, Lawrence Levinson, pre- 
sident, director and major stockholder of Quodar Equities, 
Ltd. (“registrant”), a registered broker-dealer, has consented, 
solely for the purpose of these proceedings and any other 
proceedings pursuant to the above-mentioned provisions, and 
without admitting or denying the allegations in the order 
for proceedings, to findings of misconduct as alleged in 

such order and to the entry of an order barring him from 
being associated with any broker-dealer, investment adviser 
or investment company. 


Registrant, for whom on January 20, 1972, a trustee was 
appointed by the United States District Court for the 
Eastern District of New York, pursuant to the Securities 
Investor Protection Act, failed to file a timely answer as 
provided in the order for proceedings. The trustee sub- 
sequently advised the Commission that registrant consents 
to a revocation of its registration and interposes no defense 
to the allegations of misconduct. 


Accordingly, on the basis of the order for proceedings and 
the consents, it is found that during the periods listed below, 
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registrant and Levinson willfully violated and aided and 
abetted in violations as follows: 


1. From October 19 to December 18, 1971, Section 5(a) 
and 5(c) of the Securities Act of 1933 in the offer and sale 
of the unregistered common stock of Aldy Electronics 
Corporation. 


2. From November 18, 1971 to January 20, 1972, Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder by making untrue 
and misleading statements of material facts concerning, 
among other things, the financial condition of registrant, 
the use of funds and securities received from investors and 
the availability of stock for delivery ordered and paid for 
by customers. 


3. From October 19 to December 18, 1971, Sections 10(b) 
and 15(c) (2) of the Exchange Act and Rules 10b-9 and 
15c2-4 thereunder in connection with misrepresentations 
in the sale of Aldy Electronics stock; those misrepresenta- 
tions related to refunds to purchasers if a specified quantity 
of such stock were not sold by a specified date. 


4. From April 1971 to January 20, 1972, Section 15(c) (3) 
of the Exchange Act and Rule 15c3-1 thereunder in that 
securities transactions were effected while registrant’s aggre- 
gate indebtedness to all other persons exceeded 2000% of 
its net capital and it did not have and maintain net capital 
of at least $5,000. 


5. From April 1971 to January 20, 1972, Section 17(a) of 
the Exchange Act and Rules 17a-3, 17a-4 and 17a-11 
thereunder in that registrant failed to (i) make accurately, 
keep current and preserve certain books and records; (ii) 
give timely telegraphic notices of its net capital deficiency; 
and (iii) file requisite reports of its financial condition. 


In light of the foregoing, it is in the public interest to im- 
pose the sanctions consented to by registrant and Levinson. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Quodar Equities, Ltd. be, and it hereby 
is, revoked and that Lawrence Levinson be, and he hereby 
is, barred from being associated with any broker-dealer, 
investment adviser or investment company. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsirmmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10600/January 15, 1974 


Admin. Proc. File No. 4-4348 


In the Matter of 


LYLE CHARLES FISHER 
doing business as 
L. C. FISHER COMPANY 
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107 East Third Street 
Sheffield, Alabama 
(8-17502) 


FINDINGS AND ORDER DENYING BROKER-DEALER 
REGISTRATION 


In these proceedings under the Securities Exchange Act, 
Lyle Charles Fisher, doing business as L. C. Fisher Company 
(“applicant”), an applicant for broker-dealer registration, 
has filed a stipulation and consent. Solely for purposes of 
this proceeding and any other proceeding pursuant to 
Sections 15(b), 15A or 19(a) (3) of the Exchange Act, 
Sections 203(e) or 203(f) of the Investment Advisers Act, 
or Section 9(b) of the Investment Company Act, and with- 
out admitting or denying the allegations in the order for 
proceedings, applicant consents to a finding of willful viola- 
tion and to entry of an order denying his application tor 
broker-dealer registration. 


On the basis of applicant's consent, it is found that, during 
the period from about April 10 to July 9, 1973, applicant 
willfully violated Section. 15(a) (1) of the Exchange Act by 
engaging in business as a broker-dealer without having 
registered with the Commission as required. 


In view of the foregoing, it is in the public interest to deny 
applicant’s application for broker-dealer registration. 


Accordingly, 1T 1S ORDERED that the application of Lyle 
Charles Fisher, doing business as L. C. Fisher Company, for 
registration as a broker and dealer be, and it hereby is 
denied. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10601/January 15, 1974 


Admin. Proc. File No. 3-4332 
in the Matter of 


WILLIAM C. REDFERN 
3628 Everett Street, N.W. 
Washington, D. C. 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


in these proceedings pursuant to Sections 15(b) and 15A of 
the Securities Exchange Act, William C. Redfern, formerly 
an officer and director of a registered broker-dealer, for the 
purpose of these proceedings and any other proceedings 
brought by or before the Commission and without admitting 
or denying the allegations in the order for proceedings, con- 
sented to findings of willful violations as alleged in that 
order and to the entry of an order barring him from associé 
tion with any broker or dealer. 
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On the basis of the order for proceedings and the consent, 
itis found 1/ that during the period from about December 
1, 1970 to about January 12, 1972: 


1. Redfern willfully violated and willfully aided and abet- 
ted violations of Section 17(a) of the Securities Act of 

1933 and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder in connection with the offer, sale and 
purchase of shares of the common stock of Blasius In- 
dustries, Inc. ("BI"). Among other things, successively 
higher bid and asked prices for BI stock were inserted in 

the National Quotation Bureau “pink” sheets for the pur- 
pose of creating an apparent market in and artificially raising 
the price of BI stock; purchases of BI stock were made at 
prices equal to or above the high bid prices and the low 
asked prices listed in the “pink” sheets; broker-dealers and 
retail customers, including business associates, close friends, 
and relatives, were solicited to buy BI shares at the artifi- 
cially raised prices; and purchases and sales of BI common 
stock were effected by use of nominee accounts. Materially 
untrue and misleading statements were made regarding, 
among other things, the value of the BI shares, BI’s financial 
condition, and the guarantee against loss of purchasers of 

BI shares. 


2 Redfern willfully aided and abetted violations of Section 
15(c) (3) of the Exchange Act and Rule 15c3-1 thereunder 
in that transactions in securities were effected while aggre- 
gate indebtedness exceeded 2,000 per cent of net capital 
and net capital of at least $5,000 was not maintained. 


3. Redfern willfully aided and abetted violations of Sec- 
tion 17(a) of the Exchange Act and Rule 17a-3 thereunder 
in that certain books and records were not accurately made 
and kept current, including records of original entry con- 
taining an itemized daily record of purchases, sales, receipts 
and deliveries of securities and receipts and disbursements 
of cash; records reflecting all assets and liabilities, income, 
expense, and capital accounts; ledger accounts itemizing 
separately for each cash and margin account all purchases, 
sales, receipts and deliveries of securities and commodities; 
memoranda of each brokerage order and instruction for the 
purchase and sale of securities; and, at least once a month, 
arecord of proof of money balances of all ledger accounts 
in the form of trial balances and a record of the computa- 
tion of aggregate indebtedness and net capital. 


ln view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the consent. 


Accordingly, 1T 1S ORDERED that William C. Redfern be, 
and he hereby is, barred from being associated with any 
broker or dealer. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


L/ The findings herein are not binding on any other re- 
spondents in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10602/January 15, 1974 


AMERICAN STOCK EXCHANGE, INC. OPTION PLAN 
FILED PURSUANT TO RULE 9b-1 (S7-505) 


The Commission announced today that the American Stock 
Exchange (Amex) has submitted to the Commission, pur- 
suant to Rule 9b-1 under the Securities Exchange Act of 
1934, its proposed plan for the listing and trading of options 
on the Exchange. 1/ The materials submitted for filing in- 
clude: 


1. Proposed revisions of the Exchange’s Constitution related 
to the plan; 


2. Proposed rules of the Exchange principally applicable 
to the trading of options; 


3. Proposed certificate of incorporation of the Options 
Clearing Corporation of New York, a wholly owned 
subsidiary of the Exchange; 


4. Proposed by-laws of the options clearing corporation; 
5. Proposed rules of the options clearing corporation. 


Under the terms of the plan which calls for the initiation of 
a pilot project, Amex intends initially to limit its operations 
to call options in respect of ten stocks, all of which would 
be listed on the New York Stock Exchange (NYSE) and 
after experience is gained and the system capacity increases, 
other listed stocks would be added. 


In general, Amex intends to apply trading and clearing 
principles and contract standardization methods sub- 
stantially similar to those used by the Chicago Board Op- 
tions Exchange, Inc. (CBOE). Amex has not yet deter- 
mined whether it will have options on the same underlying 
securities as CBOE. However, as in the case of CBOE, Amex 
options would be made fungible by limiting the contract 
variables. Amex options would expire (expiration date) 
either on the last business day of January, April, July or 
October. 2/ The striking prices (the price per share at 
which the underlying stock may be purchased upon exer- 
cise of the option) of the options would be fixed at 5-point 
intervals for stocks trading below $50, 10-point intervals 
for stocks trading between $50 and $100, and 20-point 
intervals for stocks trading above $100. If the price of the 
underlying security fluctuates substantially on the NYSE, 
new options may be written with the same expiration dates 
but with different striking prices, but the number of 
different striking prices of options on that stock would be 
limited. The only remaining variable for the options 
would be the premium, the price paid for the option itself, 
which is to be determined by the secondary market. 


The Options Clearing Corporation of New York, a new 
Amex subsidiary, would be (as is CBOE’s clearing corpora- 
tion for CBOE options) the issuer and primary obligor on all 
of the options to be traded on Amex. 3/ 


With a view towards the establishment of a central market 
for options, and an eventual interface between the respec- 
tive clearing systems, Amex’s proposed program is de- 

signed to be compatible with the CBOE’s pilot project. 4/ 
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A major difference between Amex’s program and CBOE’s 
is that Amex intends to utilize its present specialist system 
instead of segregating the agent and dealer functions bet- 
ween brokers and competing market makers. Another 
difference between these programs relates to their fixed 
minimum commission rate schedules. For example, Amex 
intends to apply to options its present commission rate 
schedule for stocks, including the 10 - 15% rate increases 
implemented last fall, and a $300,000 breakpoint for 
negotiation of commissions on the exercise of option con- 
tracts. CBOE, on the other hand, did not adopt those 
increases and maintains a $30,000 breakpoint for negotia- 
ted rates. 


The Commission notes that while the specific provisions of 
the Amex plan are not a subject of the hearing in connection 
with the Commission Study of Multiple Exchange Option 
Trading and Option Trading in General, announced in 
Securities Exchange Act Release No. 10490, November 14, 
1973, resolution of a number of the policy issues to be 
considered at that hearing will be necessary before the 
Commission will be able to determine whether the Ex- 
change’s plan should be made effective under Rule Q9b-1. 
Among such issues are whether exchange option trading 
should be limited to the CBOE pilot project until sufficient 
information about option trading, including its economic 
functions, can be developed and evaluated and, if multiple 
pilots are permitted, on what conditions. Therefore, per- 
sons commenting on Release No. 10490 need not again 
comment on these issues in responding to the present re- 
lease. 


All interested persons are invited to submit written com- 
ments on the Exchange’s proposed options trading plan. 

A description of the Exchange’s pilot program for trading 
options may be obtained without charge by request made 
to Mr. Robert Eckenrode, Vice President, American Stock 
Exchange, Inc., 86 Trinity Place, New York, New York 
10006. Acopy of the documents listed in items 1 - 5 above 
(there are approximately 220 pages in total) may be ob- 
tained by request made either to Mr. Eckenrode, (the 
Amex’ charge is seven cents per page) or to the Public 
Reference Room, Securities and Exchange Commission, 
1100 L Street, N. W., Washington, D. C. 20005 (at the 
usual reproduction rates for Commission documents). All 
the documents comprising the plan are available for public 
inspection at the Commission’s Public Reference Room in 
Washington, D. C. Comments on the plan should be 
received by March 8, 1974, and should be addressed to Mr. 
George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Please make reference to File No. S7-505. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Rule 9b-1, effective January 17, 1974 (Securities Ex- 
change Act Release No. 10552 of December 13, 1973), pro- 
vides, among other things, that it is unlawful for an ex- 
change or exchange member to effect any transactions in 
options, or to permit option transactions to be effected by 
use of the exchange’s facilities except in accordance with a 
plan formulated by the exchange for regulating option 
trading and declared effective by the Commission after 


396/SEC DOCKET 





consideration of the plan in light of the statutory standards. 


2/ Amex does not intend that its options will have the 
same four standardized expiration dates as CBOE options, 
even though its options may expire in the same months. 


3/ The Options Clearing Corporation of New York is 
preparing for filing a registration statement pursuant to the 
Securities Act of 1933, covering the options, and Amex 
would also register such options pursuant to Section 12(b) 
of the Securities Exchange Act. 


4/ In the Matter of the Chicago Board Options Exchange, 
Inc. for Registration as a National Securities Exchange, 
Securities Exchange Act Release No. 9985 (February 1, 
1973). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10603/January 11, 1974 


Admin. Proc. File No. 3-4342 
In the Matter of 


FIDUCIARY CAPITAL CORP., et al. 
(8-15275) 


ORDER DISMISSING PROCEEDINGS AS TO HENRY 
ALAN ALPERT 


In these remedial proceedings under the Securities Ex- 
change Act the Division of Enforcement alleges that Fidu- 
ciary Capital Corp., a registered broker-dealer, failed to file 
a report with this Commission required of it under Section 
17(a) of the Act and the Commission’s Rule 17a-5 there- 
under. The firm’s alleged failure to file is said to have been 
in willful violation of the Act and the Rule. And the in- 
dividual respondents are alleged to have aided and abetted 
that willful violation. 


The Division now moves to dismiss as to Henry Alan 
Alpert, one of the two individual respondents. The moving 
papers show, among other things, that Alpert, the firm’s 
former secretary, severed his association with it approx- 
imately a year before the report in question was due. In 
these circumstances we agree with the Division that ad- 
verse findings against Alpert would be unwarranted. 


Accordingly, 1T IS ORDERED that the order for proceed- 
ings heretofore issued herein be, and it hereby is, amended 
to delete all charges against Henry Alan Alpert; and it is 
further 


ORDERED that the proceedings be, and they hereby are, 
dismissed as to him. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








Re 











SECURITIES EXCHANGE ACT OF 1934 
Release No. 10604/January 17, 1974 


Admin. Proc. File No. 3-4215 
in the Matter of 


LOUIS HANDWEILER 
264 East Broadway 
New York, New York 


ORDER DISMISSING PROCEEDINGS 


In these proceedings under the Securities Exchange Act, 
Louis Handweiler, who was a registered representative of a 
registered broker-dealer, without admitting or denying the 
allegations contained in the order for proceedings, con- 
sented to findings, as alleged in that order, that during 
1969 he had willfully violated and willfully aided and 
abetted violations of Sections 5(a) and 5(c) of the Securi- 
ties Act of 1933 in connection with the sale of unregistered 
shares of the common stock of Imperial Investment 
Corporation, and to a censure. From information presented 
to the Commission by its staff, it appears that although 
Handweiler opened an account for the seller of the un- 
registered shares, there is no evidence that Handweiler was 
in any other way involved in the customer’s activities; that 
Handweiler relied upon his supervisor’s investigation to 
determine whether the stock could be sold; that Hand- 
weiler was exonerated by the New York Stock Exchange 
of acharge of violation of its Rule 504 (failing to inform 
his employer member of essential facts relating to a cus- 
tomer); that Handweiler was relatively inexperienced in 
the securities business in 1969, having become a registered 
representative only the year before; and that he has not 
been the subject of prior disciplinary proceedings before 
the Commission. 


In view of the foregoing, the Commission determined that 
it was appropriate in the public interest to dismiss these 
proceedings with respect to Handweiler without the im- 
position of any sanction. 


Accordingly, 1T 1S ORDERED that these proceedings with 
respect to Louis Handweiler be, and they hereby are, dis- 
missed. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10605/January 18, 1974 


Admin. Proc. File No. 3-4215 
In the Matter of 


LEON KAPLAN 
Bayonne, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Section 15(b) of the Securi- 
ties Exchange Act, Leon Kaplan, formerly president of a 
registered broker-dealer, has submitted an offer of settle- 
ment. Without admitting or denying the allegations of the 
order for proceedings, Kaplan consented to findings of will- 
ful violations as alleged in that order and to the entry of an 
order suspending him from association with any broker or 
dealer for a period of five business days. 


After consideration of the offer of settlement and upon the 
recommendation of its staff, the Commission determined 
to accept the offer. On the basis of the order for proceed- 
ings and the offer of settlement, it is found 1/ that during 
the period from about June 1, 1969 to about February 9, 
1970, Kaplan willfully aided and abetted violations of 
Sections 5(a) and 5(c) of the Securities Act of 1933 in 
connection with the offer, sale and delivery of shares of the 
common stock of Imperial Investment Corporation when 
no registration statement with respect to such securities 
had been filed or was in effect under the Securities Act. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction consented to in the offer of settlement. 


Accordingly, 1T IS ORDERED that Leon Kaplan be, and 
he hereby is, suspended from being associated with any bro- 
ker cr dealer for a period of five business days, to com- 
mence on the day following the effective date of this order. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ This finding is not binding on any other respondent in 
these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10606/January 18, 1974 


Admin. Proc. File Nos. 1-5751 and 81-140 
In the Matter of 


ADDRESSOGRAPH-MULTIGRAPH INTERNATIONAL 
CORPORATION 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until February 4, 1974 to 
request a hearing on an application by Addressograph-Multi- 
graph International Corporation (the "Company”), a 
wholly-owned subsidiary of Addressograph-Multi graph 
Corporation (“AM”), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order exempting the 
company from the reporting requirements of Section 13(a) 
of the Act. The company was organized for the principal 
purpose of obtaining funds for the capital requirements of 
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AM'‘s international operations. The company’s 4%% Con- 
vertible Guaranteed Debentures due 1988 are listed on the 
New York Stock Exchange, where only limited trading has 
occurred in these Debentures. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10607/January 18, 1974 


Admin. Proc. File No. 3-2783 
In the Matter of 


CHARLES D. ERB 
105 White Oak Ridge Road 
Short Hills, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Charles D. Erb, who was a partner of Baerwald 
& DeBoer (“registrant”), formerly a registered broker- 
dealer, 1/ has submitted an offer of settlement. Solely for 
purposes of settlement, and without admitting or denying 
the allegations in the order for proceedings as amended, 
Erb consents to certain findings of misconduct as alleged 

in that order and to imposition of a specified sanction. 


Upon the recommendation of its staff, the Commission 
determined to accept the offer. On the basis of the 
amended order for proceedings and the offer of settle- 
ment, it is found that: 2/ 


1. During the period from about October to November 
1969, Erb willfully violated Section 17(a) of the Securities 
Act and Section 10(b) of the Exchange Act and Rule 10b- 
5 thereunder in that he sold into the public market Leasco 
Data Processing warrants which had been stolen. 


2. During the period from about January to February 
1970, Erb willfully aided and abetted violations of Section 
15(c) (2) of the Exchange Act and Rule 15c2-1_ there- 
under in that securities carried for the accounts of regis- 
trant’s customers were hypothecated under circumstances 
in which such securities (a) were commingled with securi- 
ties carried for the accounts of other customers without 
their prior written consent and with securities carried for 
the accounts of persons who were not bona fide customers 
of registrant under a lien for a loan to registrant, and (b) 
were subjected to liens of pledgees for a sum in excess of 
the aggregate indebtedness of all customers with respect to 
securities carried for their accounts. 


3. Erb willfully aided and abetted vioiations of Section 17 
(a) of the Exchange Act and Rules 17a-3 and 17a-4 there- 

under in that he made or caused to be made false and mis- 
leading entries in registrant’s books and records. 


4. During the period from about June 1969 to January 
1970, Erb failed to exercise reasonable supervision over 
an individual subject thereto with a view to preventing such 
person’s violations of antifraud and antimanipulative pro- 

visions of the securities acts in connection with two public 
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stock offerings. 


The offer of settlement provides that Erb may be barred 
from association with any broker or dealer with the proviso 
that, after December 1, 1975, he may apply to the Com- 
mission for permission to become so associated in a non- 
supervisory capacity upon a showing of adequate super- 
vision. If such permission is granted, Erb may be employed 
by a broker or dealer as a registered representative or in 
institutional sales only on a closely supervised basis, and 
may not participate in managerial or supervisory duties. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Charles D. Erb be, and 
he hereby is, barred from being associated with any broker 
or dealer with the proviso that, after December 1, 1975, 
he may apply to the Commission for permission to become 
so associated in a non-supervisory capacity upon a showing 
of adequate supervision, any such employment to be sub- 
ject to the terms set forth above. 


For the Commission, by the Office of Opinions and Review, 


pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Registrant’s broker-dealer registration was revoked pur- 
suant to the consent of its liquidator. Baerwald & DeBoer, 


Securities Exchange Act Release No. 9273 (August 2, 1971). 


2/ These findings are not binding upon any other re- 
spondent named in these proceedings. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18255/January 14, 1974 


In the Matter of 


NORTHEAST UTILITIES 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Berlin, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 
(70-5425) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL 
PAPER TO DEALERS; EXCEPTION FROM COMPETI- 
TIVE BIDDING 


Northeast Utilities ("NU"), a registered holding company, 
The Connecticut Light and Power Company ("CL&P”), 
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The Hartford Electric Light Company ("HELCO”) and 
Western Massachusetts Electric Company ("“WMECO”), 

each a wholly-owned electric utility subsidiary company of 
NU, have filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 6, 7, and 
12(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45, 50(a) (2) and 50(a) (5) (B) promul- 
gated thereunder regarding the following proposed trans- 
actions. 


Applicants-declarants each propose to issue, from time to 
time until March 31, 1975, short-term notes to banks (to 

be named) and commercial paper to a dealer in commercial 
paper. The aggregate amount of all such short-term in- 
debtedness (“Notes”) at any time outstanding, whether is- 
sued to banks or to a dealer in commercial paper, will not 
exceed $150,000,000 in the case of NU, and in the cases of 
CL&P, HELCO and WMECO aggregate amounts of 
$168,000,000, $72,000,000 and $53,600,000, respectively. 
By Order dated December 11, 1973 (HCAR No. 18213) the 
Commission authorized CL&P, HELCO and WMECO to 
continue, for a 5-year period, their existing authorizations 
to incur short-term indebtedness in an amount up to but 
not exceeding 20% of their respective capitalizations, sub- 
ject, however, to the requisite approval of their preferred 
stockholders. In the event such approvals are not forth- 
coming, the aggregate amount of short-term unsecured in- 
debtedness will not, in the cases of CL&P, HELCO and 
WMECO, exceed an amount equal to 10% of their respective 
capitalizations. 


Applicants-declarants propose to renew and extend any 
Notes so issued or to refund them with other similar Notes 
issued to banks or to dealers in commercial paper and to is- 
sue and sell additional short-term Notes (and to renew such 
Notes) from time to time to meet portions of their capital 
requirements; provided, however, that the aggregate amount 
of all such Notes of each applicant-declarant at any one 

time outstanding, including Notes issued both before and 
after December 31, 1973, will at no time exceed the 

amount set forth above for each applicant-declarant. 


The Notes to be issued to banks ("Bank Notes”) will each 
be dated as of the date of issue (no later than March 31, 
1975), will have maximum maturity dates of nine months 
with right of renewal, will bear interest at a rate per annum 
not in excess of the prime rate in effect at the lending bank 
on the date of issue and will be subject to prepayment at 
any time at each company’s option without premium. 


Although no formal commitments for future borrowings 
have been made, it is stated that such borrowings will be 
effected from banks as follows: 


New York Banks Non-New York Banks 








NU 5 30 
CL&P 4 25 
HELCO 4 10 
WMECO 4 14 


In those banks (primarily the New York banks) where the 
borrowing company’s normal working balances are in- 
sufficient to support credit lines, compensating balances 
ranging from 10% - 20% of credit lines are required. Based 
upon a 9 -%% prime interest rate, a 10% - 20% compensating 




















































balance will result in an effective cost of borrowing of 
10.83% - 12.19% per annum. 


Commercial paper will be issued and sold by each appli- 
cant-declarant in the form of short-term promissory notes 
(“Commercial Paper”) in varying denominations of not less 
than $50,000 and not more than $1,000,000, bearing vary- 
ing maturities of not more than 270 days after date of issue, 
not subject to repayment prior to maturity. The Com- 
mercial Paper will be sold directly to dealers in commercial 
paper, (Lehman Commercial Paper, Incorporated, in the 
case of NU and WMECO, and A. G. Becker & Co., In- 
corporated, in the case of CL&P and HELCO), at the dis- 
count rate per annum prevailing at the date of issuance for 
commercial paper of comparable quality and like maturity 
sold by public utility issuers to commercial paper dealers. 
No Commercial Paper shall be issued having a maturity of 
more than 90 days at an effective interest cost to the appli- 
cants-declarants which exceeds the prime commercial bank 
rate at which they could borrow from banks. No com- 
mission or fee will be payable in connection with issuance 
and sale of the Commercial Paper. The purchasing dealer, 
as principal, will reoffer the Commercial Paper to institu- 
tional investors at a discount not to exceed 1/8 of 1% per 
annum less than the prevailing discount rate available to 
applicants-declarants and in such manner as not to consti- 
tute a public offering. The Commercial Paper will be re- 
offered to not more than 200 identified and designated 
commercial and institutional customers in a non-public 

list (“List”) prepared for each applicant-declarant in 
advance by the purchasing dealer, and furnished to the Com- 
mission either by each applicant-declarant or the com- 
mercial paper dealer. No additions will be made to this 
customer list. It is anticipated that the Commercial Paper 
will be held by customers to maturity, but if such customers 
desire to resell prior to maturity, the purchasing dealer, 
pursuant to a verbal repurchase agreement, will repurchase 
the Commercial Paper and reoffer the same only to others 
on the List. 


The funds to be derived by NU from the issuance and sale 
of the Bank Notes and the Commercial Paper will be applied 
during 1974 and up to March 31, 1975 to: (i) make capital 
contributions to CL&P, HELCO, WMECO and The Mill- 
stone Point Company (“Millstone”), an electric utility sub- 
sidiary of NU, in amounts not to exceed $35,000,000, 
$20,000,000, $15,000,000, $7,000,000, respectively ; (ii) 
make open-account advances and/or capital contributions 
to Holyoke Water Power Company, a wholly-owned subsi- 
diary of NU, the aggregate amounts of such advances or 
capital contributions not to exceed $3,000,000; (iii) make 
open-account advances through March 31, 1975 to The 
Quinnehtuk Company, a wholly-owned subsidiary of NU, 
in amounts not to exceed $5,000,000; and (iv) supply 
funds as needed to other subsidiary companies, pursuant to 
authorization by the Commission. All capital contributions 
to subsidiaries will be credited to their capital surplus ac- 
counts. CL&P, HELCO, and WMECO will apply such con- 
tributions, together with the funds to be derived from the 
issuance and sale of their Bank Notes and Commercial 
Paper and other available funds, to finance their respective 
1974-75 construction programs estimated to be 
$156,000,000, $74,090,000 and $51,000,000 for 1974, 
respectively. Millstone will apply such contribution, to- 
gether with other available funds, for nuclear fuel financing 
during 1974 estimated to be $18,000,000. 
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NU presently contemplates the sale of 4,000,000 shares of 
its common stock during the first half of 1974. NU pro- 
poses to apply the net proceeds of this or any other sale of 
its common stock, prior to March 31, 1975, to reduce the 
maximum amount of authorized borrowings, including 
Bank Notes and Commercial Paper, which NU may have 
outstanding at any one time. In view of the funds required 
by NU to provide the capital contributions and open-ac- 
count advances to subsidiaries as set forth herein, NU con- 
templates the filing of a post-effective amendment to this 
application-declaration, after the sale of its common shares, 
to provide for the reinstatement of a portion, if not all, of 
the borrowing limitation proposed herein. CL&P, HELCO 
and WMECO will not necessarily apply all or any part of 
the net proceeds of any long-term financing to the repay- 
ment or reduction of their outstanding Bank Notes and 
Commercial Paper. It is contemplated, however, that any 
Bank Notes or Commercial Paper of NU, CL&P, HELCO 
and WMECO outstanding at March 31, 1975, will be repaid 
from internal cash resources or from the proceeds of long- 
term debt or equity financing. 


The proposed issue and sale of the Commercial Paper is 
excepted from the competitive bidding requirements of 
Rule 50, pursuant to paragraph (a) (5) (B) thereof, since 

it is not practicable to invite competitive bids for commer- 
cial paper, and current rates for commercial paper for prime 
borrowers such as the applicants-declarants request author- 
ity to file certificates of notification under Rule 24 with 
respect to the issue and sale of Commercial Paper within 

30 days after the end of each calendar quarter. 


No State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration as 
amended has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act 
Release No. 18223), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary ; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, 
as amended, be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 


ration, as amended, be, and it hereby is, granted and permit- 


ted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act, except that notifications required under said rule 
may be filed on a quarterly basis. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 

Roanoke, Virginia 24009 

(70-5443) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND CUMULATIVE PRE. 
FERRED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Appalachian Power Com- 
pany (“Appalachian”), an electric utility subsidiary com- 
pany of American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 ("Act”) designating Section 6(b) of 
the Act and Rule 50 promulgated thereunder as applicable 
to the proposed transactions. All interested persons are 
referred to the application, which is summarized below, for 
a complete statement of the proposed transactions. 


Appalachian proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$50,000,000 principal amount of First Mortgage Bonds, to 
mature in not less than 5 and not more than 30 years. The 
interest rate (which will be expressed in a multiple of 1/8 of 
1%) and the price to be paid to Appalachian for the Bonds 
(which shall not be less than 100% unless Appalachian shall 
authorize a lower percentage not less than 99%, and shall 
not exceed 102.75%) will be determined by competitive 
bidding. The terms of the Bonds preclude Appalachian 
from redeeming any such Bonds prior to March 1, 1979, if 
such redemption is for the purpose of refunding such Bonds 
with proceeds of funds borrowed at a lower effective inter- 
est cost. 


Appalachian also proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, 200,000 shares of its Cumulative Preferred Stock, par 
value $100 per share. The dividend rate (which will bea 
multiple of .04 of 1%) and the price to be paid to Appala- 
chian (which shall not be less than $100 per share and shall 
not exceed $102.75 per share) will be determined by com- 
petitive bidding. Prior to March 1, 1979, none of the shares 
of the Cumulative Preferred Stock may be redeemed if such 


redemption is for the purpose of refunding such share, direct: 


ly or indirectly, through the incurring of debt or the is- 
suance of stock ranking equally with or prior to the Cumu- 
lative Preferred Stock at an interest or dividend cost less 
than the total effective dividend cost to Appalachian of the 
Cumulative Preferred Stock. 


Neither the Bonds nor the Cumulative Preferred Stock will 
be issued and sold unless Appalachian shall have received 
prior to such sale and subsequent to November 30, 1973, 
cash capital contributions from AEP which aggregate 
$15,000,000. The making of such capital contributions has 
been previously authorized on June 29, 1973 (Holding Com- 
pany Act Release No. 18013). 


The proceeds realized from the sale of the Bonds and Cumu- 
lative Preferred Stock, together with the cash capital con- 
tributions to be made by AEP and with other funds which 
may become available to Appalachian, are proposed to be 
used to pay as it matures, or prepay as may then be appro- 
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priate or desirable, unsecured short-term indebtedness out- 
standing on the date of the sales of the Bonds and/or Cu- 
mulative Preferred Stock, in connection with Appalachian’s 
construction program, for working capital and to reimburse 
its treasury for money actually expended for such purposes. 
The presently estimated cost of Appalachian’s construction 
program for 1974 is approximately $115,000,000. At 
December 11, 1973, commercial paper in the amount of 
$19,000,000 and notes to banks in the amount of 
$18,298,000 were outstanding, and it is anticipated that at 
the time of the issuance and delivery of the Bonds and Cu- 
mulative Preferred Stock, an aggregate amount of commer- 
cial paper and notes to bank estimated at approximately 
$70,000,000 will be outstanding. 


Expenses of Appalachian in connection with the proposed 
transactions will be filed by amendment. The proposed 
transactions are subject to the jurisdiction of the State 
Corporation Commission of Virginia and the Public Service 
Commission of Tennessee, and no other state commission 
and no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 12, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 


application, as filed or as it may be amended, may be granted 


as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18257/January 14, 1974 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 

New York, New York 10022 

(70-5445) 






NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Allegheny Power System, 
Inc. (“APS”), a registered holding company, has filed a 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), designating 
Sections 6, 7, and 12 of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the declaration, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


APS proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, not more 
than 2,500,000 shares of its authorized and unissued 
common stock, par value $2.50 per share for an assumed 
aggregate amount of $50 million. APS proposes to use the 
proceeds from the sale of the additional common stock 
together with other funds which may become available to 
APS to pay short-term bank loans outstanding at that time 
at or prior to maturity, to pay as it matures any commercial 
paper outstanding at the time of the sale of the additional 
common stock and for other corporate purposes. As of 
November 30, 1973, $47 million principal amount of short- 
term bank loans were outstanding and it is estimated that 
approximately $41 million of such short-term bank loans 
or commercial paper will be outstanding at the time the 
additional stock is issued, in each case pursuant to the Com- 
mission’s order (Holding Company Act Release No. 17488, 
dated March 8, 1972). The proceeds of such short-term 
bank loans were used to acquire common stock of the 
electric utility subsidiaries of APS, who in turn used such 
funds directly or indirectly to finance their construction 
programs. (Holding Company Act Release No. 17935 
(dated April 20, 1973) and 17763 (dated November 15, 
1972)). 


The fees and expenses to be paid by APS in connection with 
the proposed transactions are estimated to total $93,000, 
including legal fees of $15,500. No other fees, commissions 
or expenses are to be paid or incurred by APS or any asso- 
ciate company in connection with the proposed trans- 
actions. It is stated that the Maryland Public Service Com- 
mission has jurisdiction over the proposed issue and sale by 
APS of the additional common stock and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 8, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the decla- 
ration, as filed or as it may be amended, may be permit- 
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ted to become effective as provided in Rule 23 of the Gener- mission. Upon the basis of the facts in the record, it is ag 
al Rules and Regulations promulgated under the Act, or the hereby found that the applicable standards of the Act and ag 
Commission may grant exemption from such rules as pro- the rules thereunder are satisfied and that no adverse find- $1 
vided in Rules 20(a) and 100 thereof or take such other ings are necessary; and that it is appropriate in the public th 
action as it may deem appropriate. Persons who request interest and in the interest of investors and consumers of 
a hearing or advice as to whether a hearing is ordered will that said declaration be permitted to become effective: ac 
receive notice of further developments in this matter, m 
including the date of the hearing (if ordered) and any post- IT IS ORDERED, pursuant to the applicable provisions of cc 
ponements thereof. the Act and rules thereunder, that said declaration be, and ar 
it hereby is, permitted to become effective forthwith, sub- fr 
For the Commission, by the Division of Corporate Regu- ject to the terms and conditions prescribed in Rule 24 pro- 
lation, pursuant to delegated authority. mulgated under the Act. De 
m 
George A. Fitzsimmons For the Commission, by the Division of Corporate Regu- Ce 
Secretary lation, pursuant to delegated authority. an 
co 
George A. Fitzsimmons fu 
Secretary m 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 It 
Reiease No. 18258/January 17, 1974 lir 
lee 
In the Matter of PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 } sun 
Release No. 18259/January 18, 1974 tre 
CONSOLIDATED NATURAL GAS COMPANY in’ 
New York, New York In the Matter of mi 
(70-5440) fil 
THE COLUMBIA GAS SYSTEM, INC. | = 
ORDER AUTHORIZING HOLDING COMPANY TO ACT COLUMBIA GAS DEVELOPMENT CORPORATION 
AS SURETY ON BOND OF PUBLIC-UTILITY SUBSI- 20 Montchanin Road ; A 
DIARY COMPANY Wilmington, Delaware 19807 cu 
(70-5446) su 
Consolidated Natural Gas Company ("Consolidated”), a | mi 
registered holding company, has filed a declaration with NOTICE OF PROPOSED ISSUANCE AND SALE OF mi 
this Commission pursuant to Section 12(b) of the Public COMMON STOCK BY NON-UTILITY SUBSIDIARY TO 
Utility Holding Company Act of 1935 (“Act”) and Rule PARENT HOLDING COMPANY Ne 
45 promulgated thereunder regarding the following pro- mi 
posed transaction. NOTICE IS HEREBY GIVEN that The Columbia Gas System, th 
Inc. (“Columbia”), a registered holding company, and Coium- his 
On August 20, 1973, Hope Natural Gas Company, a Di- bia Gas Development Corporation (“Development”), a fac 
vision of Consolidated’s wholly-owned public-utility subsi- non-utility subsidiary of Columbia, have filed an applica- de 
diary Consolidated Gas Supply Corporation ("Supply tion-declaration with this Commission pursuant to the if 
Corporation”), filed revisions in its rate schedules with the Public Utility Holding Company Act of 1935 ("Act”), de- sui 
Public Service Commission of West Virginia providing for signating Sections 6, 7, 9, 10, and 12 of the Act and | an 
increased rates and charges approximating $6,875,495 per Rules 45(b) (1) and 50(a) (3) promulgated thereunder as co 
year for furnishing natural gas service in the State of West applicable to the proposed transaction. All interested per- {mi 
Virginia. By action of the State commission, the effective- sons are referred to said application-declaration, which is thi 
ness of the new rates was suspended until January 16, 1974. summarized below, for a complete statement of the pro- Cal 
The new rates may now become effective upon the filing by posed transaction. set 
Supply Corporation of a bond, with satisfactory surety, in ; ce 
the amount of $7,000,000, for the payment of any customer Development is currently participating with other, non-af- aft 
refunds which the State commission may order. The State filiated, companies in acquiring leases from the United me 
commission has indicated that Consolidated may act as States Bureau of Land Management (“Bureau”) located off | eff 
surety on such bond. Consolidated proposes, without fee the coasts of Mississippi, Alabama, and Florida. To acquire Re 
or other consideration, to act as surety on the bond of said leases, which were offered by the Bureau at competi- f me 
Supply Corporation to save the cost of securing an outside tive bidding on December 20, 1973 , Development entered Ru 
corporate surety. into an agreement with the Atlantic Richfield Company and ma 
the Gulf Oil Corporation. A similar, but separate, agree- | ad 
No State commission and no Federal commission, other ment was entered into with Texaco, Inc., Tenneco Oil Com- of 
than this Commission, has jurisdiction over the proposed pany, and Gulf. It is stated that the parties’ purpose inenter | of 
transaction. ing into these agreements was to share risks and to mini- 
mize the investment and expenses related to development Fo 
Due notice of the filing of said declaration has been given of the leases. lat 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18243), and Pursuant to each agreement, two or more of the parties 


no hearing has been requested of or ordered by the Com- thereto submitted successful joint bids; and under both 





402/SEC DOCKET 





er 








agreements the joint bids covered a total of nine tracts 
aggregating 51,840 acres, at a total lease bonus cost of 
$168,722,000. Development is a participant in each of 
these joint bids; and its agreements provide that in respect 
of each tract the participants therein share equally in the 
acquisition cost and have equal interests therein. Develop- 
ments share of the $168, 722,000 aggregate acquisition 

costs is $55,754,583. Of this, Development has tempor- 
arily financed $55 million through cash emergency advances 
from Columbia and the balance from internal sources. 


Development proposes to permanently finance the $55 
million with proceeds from the sale of its common stock to 
Columbia. To that end, Development proposes to issue 

and sell, and Columbia to purchase, 3,666,667 shares of 
common stock, par value $15, for $55,000,005. These 
funds will be applied solely to the discharge of said e- 
mergency advance. 


Itis stated that the present application-declaration is 
limited solely to Developments’ above-stated initial cost of 
lease acquisitions; that Development's future obligations 
under the agreements for drilling activity on the acquired 
tracts will be met first by utilization of Development's 
internal funds; and that any additional financing require- 
ments for that purpose will be included in annual future 
filings with the Commission concerning the financing needs 
of Columbia’s subsidiary companies. 


Astatement of the fees and expenses incurred or to be in- 
curred in connection with the proposed transactions will be 
supplied by amendment. It is stated that no State com- 
mission and no Federal commission, other than this Com- 
mission has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 12, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be addressed personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
May grant exemption from such rules as provided in 

Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8178/January 14, 1974 


In the Matter of 


HOME LIFE SEPARATE ACCOUNT D 


and 


HOME LIFE INSURANCE COMPANY 
253 Broadway 

New York, New York 10007 
(812-3567) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR EXEMPTION FROM PROVISIONS OF SEC- 
TION 22(d) OF THE ACT 


NOTICE iS HEREBY GIVEN that Home Life Separate Ac- 
count D ("Account D”), a unit investment trust registered 
under the Investment Company Act of 1940 (”“Act”) and 
Home Life Insurance Company ("Home Life”), a mutual 
life insurance company incorporated under the laws of New 
York (hereinafter collectively called “Applicants”) have 
filed an application pursuant to Section 6(c) of the Act for 
an erder exempting Applicants in certain circumstances 
from the provisions of Section 22(d) of the Act. All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of the representations 
contained therein which are summarized below. 


Account D is a separate account of Home Life established 
as the facility for issuing certain variable annuity contracts 
(the “Contracts”). All amounts allocated to Account D pur- 
suant to the Contracts will be invested in shares of Home 
Life Equity Fund, Inc., a diversified open-end investment 
company registered under the Act. Home Life is a regis- 
tered broker-dealer under the Securities Exchange Act of 
1934 and a member of the National Association of Securi- 
ties Dealers, Inc., and is the principal underwriter of the 
Contracts participating in Account D. 


Section 22(d) of the Act provides, in pertinent part, that no 
registered investment company or principal underwriter for 
such company shall sell any redeemable security to the 
public except at a current offering price described in the 
prospectus. 


From each purchase payment made under the single pay- 
ment deferred Contracts participating in Account D, Home 
Life deducts a sales charge of 4%% of each payment and an 
administration charge of either 2% or 1% depending upon 
the size of the single payment. Applicants request an ex- 
emption from Section 22(d) of the Act to permit Home 
Life to eliminate the sales and administration charges on 
amounts derived from values accumulated under other 
insurance policies or annuity contracts previously issued by 
Home Life or from death benefits payable under such pre- 
viously issued insurance policies or annuity contracts, which 
amounts are used to purchase a single payment deferred 
Contract. Applicant will permit only one such transfer to 
be made by a participant in any one-year period. 
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Applicants state that the elimination of sales and adminis- 
tration charges on amounts transferred from other Home 
Life insurance policies or annuity contracts is appropriate 
in that it recognizes that such charges have already been 
paid on such other policies or contracts. The elimination 
of such charges will avoid unnecessary duplication of 
charges and, under these circumstances, will not arbitrarily 
or unfairly discriminate among purchasers. 


Section 6(c) authorizes the Commission conditionally or 
unconditionally to exempt any person, security or trans- 
action or any class or classes of persons, securities or trans- 
actions from the provisions of the Act or any rule or regu- 
lation thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 7, 1974 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 


D. C. 20549. Acopy of such request shall be served person- 


ally or by mail (air mail if the person being served is located 


more than 500 miles from the point of mailing) upon Appli- 


cants at the address stated above. Proof of such service 

(by affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. At any 
time after said date, as provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the Application will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8179/January 16, 1974 


In the Matter of 


GOLDMAN, SACHS & CO., 
55 Broad Street 

New York, New York 10004 
(812-3573) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 


SECTION 6(c) OF THE ACT FOR AN ORDER OF Ex- 
EMPTION FROM SECTION 30(f) OF THE ACT 
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NOTICE IS HEREBY GIVEN that Goldman, Sachs & Com- 
pany (“Applicant”), on behalf of itself and E. F. Hutton & 
Company Inc., Reynolds Securities Inc. and Alex. Brown & 
Sons as representatives (the Applicant and the other repre- 
sentatives being herein collectively designated the “Repre- 
sentatives”) of the underwriters of a proposed public 
offering of shares of common stock (“Shares”) of American 
General Option Investors, Inc. (“Company”), a registered 
closed-end management investment company, has filed an 
application for an exemptive order pursuant to Section 6(c) 
of the Investment Company Act of 1940 ("Act”). Appii- 
cant requests that it and the other Representatives and, to 
the extent necessary, their co-underwriters be exempted 
from Section 30(f) of the Act, which incorporates Section 
16 of the Securities Exchange Act of 1934 ("Exchange Act”), 
in connection with their transactions incident to the distri- 
bution of Shares of the Company. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Shares of the Company are to be purchased by the under- 
writers pursuant to an Underwriting Agreement to be 
entered into between the underwriters, represented by the 
Representatives, the Company, its investment adviser and 
their parent. It is also contemplated that one or more 
dealers will offer and sell certain of the Shares. It is intended 
that the several underwriters will make a public offering of 
all the Shares which such underwriters are to purchase 
under the Underwriting Agreement at the price therein 
specified, as soon on or after the effective date of the Com- 
pany’s Registration Statement on Form S-4 (the ” Registra- 
tion Statement”) as the Representatives deem advisable; and 
such Shares are initially to be offered to the public at per 
share public offering prices and subject to underwriting 
commissions and dealer discounts to be set forth in the 
Company’s prospectus included in the Registration State- 
ment. Although 2,200,000 shares have been included for 
registration in the Registration Statement, the actual 
number of Shares which may be the subject of the proposed 
public offering may be increased or decreased by the Repre- 
sentatives and the Company shortly before the effective 
date of the Registration Statement and the proposed public 
offering, depending upon market conditions. 


It seems likely that the Representatives and possibly one 
or more other underwriters will acquire individually from 
the Company in accordance with the provisions of the 
underwriting agreement more than 10% of the Shares of the 
Company which will be outstanding at the time of the 
closing with the underwriters (thus making them subject to 
the provisions of Section 16(b) of the Exchange Act), and 
that the Representatives, either alone or together with one 
or more such other underwriters, might acquire more than 
50% of such Shares. 


Since the purpose of the purchase by the Representatives 
and the other underwriters is for resale in connection with 
the initial distribution of Shares of the Company, it will be 
a transaction effected in connection with a distribution of 
a substantial block of securities within the purpose and 
spirit of the Commission’s Rule 16b-2. 


Applicant states that it is necessary for the Representatives 
and such other underwriters to obtain the exemption re- 
quested by the application because of the requirements of 
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the last clause of the first sentence of paragraph (a) (3) of 
Rule 16b-2, since it appears likely that the aggregate 
participation of underwriters who would not require ex- 
emption from Section 16(b) of the Exchange Act will not 
be at least equal to the participation of the Representatives 
(and possibly such other underwriters) who will require 
such exemption. 


In addition to purchases from the Company and sales to 
customers, there may be the usual transactions of pur- 
chase or sale incident to a distribution such as stabilizing 
purchases, over-allotments and sales of Shares purchased 
in stabilization. 


Applicant states that no underwriter has any inside infor- 
mation or possibility of using inside information and that, 
in fact, there is no inside information in existence since the 
Company prior to the initial distribution will have virtually 
no assets other than cash or business of any sort. 


Section 30(f) of the Act imposes the duties and liabilities of 
Section 16 of the Exchange Act upon, among others, bene- 
ficial owners of more than 10% of any class of outstanding 
securities of a registered closed-end investment company. 
Section 16 of the Exchange Act contains reporting require- 
ments and provisions for accountability for profits from 
purchases and sales or sales and purchases within six months 
of any equity security by those persons covered thereby. 


Applicant represents that the requested exemption from 
the provisions of Section 30(f) of the Act is necessary and 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security or transaction, or any class or 
classes of persons, securities or transactions, from any pro- 
vision or provisions of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemption is 
necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 8, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 

the matter, accompanied by a statement as to the nature 

of his interest, the reason for such request and the issues 

of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order 
ahearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit or in case of an attorney-at-law 
by certificate) shall be filed contemporaneously with the 
request. Any time after said date, as provided by Rule O-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission there- 
after orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 





notice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8180/January 16, 1974 


In the Matter of 


TOWER CAPITAL FUND, INC. 
60 Broad Street 

New York, New York 10004 
(811-1521) 


NOTICE OF PROPOSAL TO TERMINATE REGIS- 
TRATION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act"), to declare by order upon its own 
motion that Tower Capital Fund, Inc., (“Fund”), registered 
under the Act as an open-end, non-diversified management 
investment company, has ceased to be an investment com- 
pany as defined in the Act. 


Fund was organized as a Delaware corporation on June 15, 
1967, and filed a Notification of Registration on Form N- 
8A and a Registration Statement under the Act on Form 
N-8B-1 on August 25, 1967. 


On October 30, 1973, pursuant to an Agreement and Plan 
of Reorganization dated as of August 3, 1973, Fund trans- 
ferred substantially all of its assets to The Burnham Fund 
(“Burnham”), a New Jersey corporation and a registered 
investment company, in exchange for 378,172 shares of 
Burnham Capital Stock. These shares were distributed to 
Fund’s stockholders on a pro rata basis on November 9, 
1973. The Fund’s limited remaining assets are maintained 
in a demand deposit account and are to be used only to pay 
liquidation expenses. On December 12, 1973, Fund was 
dissolved in accordance with the laws of the State of Dela- 
ware. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and, upon the 
effectiveness of such order, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than February 11, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
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on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, D. 
C. 20549. Acopy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon appli- 
cant at the address stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule O-5 of the Rules and Regulation promul- 
gated under the Act, an order disposing of the application 
will be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who request 
a hearing, or advice as to whether a hearing is ordered, will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8181/January 16, 1974 


In the Matter of 


DUPONT WALSTON INCORPORATED 
77 Water Street 

New York, New York 10005 

(812-3548) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) OF 
THE ACT 


DuPont Walston Incorporated (“Applicant”), a registered 
broker-dealer, as representative of a group of underwriters 
(“Underwriters”) in connection with a proposed public 
offering of up to 2,750,000 common shares (“shares”) of 
Charter Investment Company Incorporated (“Company”), 


a newly registered closed-end diversified management invest- 


ment company, filed an application pursuant to Section 6 
(c) of the Investment Company Act of 1940 ("Act”) for 
an order exempting Applicant and its co-underwriters 
from Section 30(f) of the Act in connection with their 
transactions incident to the distribution of shares of the 
Company. 


On December 20, 1973, the Commission issued a notice of 
filing of said application (Investment Company Act Re- 
lease No. 8142). The notice gave interested persons an op- 
portunity to request a hearing and stated that an order dis- 
posing of the application would be issued as of course 
following said date upon the basis of the information stated 
therein unless the Commission thereafter should order a 
hearing upon request or upon the Commission’s own 
motion. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
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granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from Section 30(f) be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8182/January 15, 1974 


In the Matter of 


EDPR SHAREHOLDERS’ RETENTION TRUST 
c/o Beekman & Bogue 

Five Hanover Square 

New York, New York 10004 

(812-3572) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER ExX- 
EMPTING COMPANY FROM ALL PROVISIONS OF THE 
ACT OTHER THAN SECTIONS 8(a), 17 AND 36 THEREOF 


NOTICE IS HEREBY GIVEN that EDPR Shareholders’ Re- 
tention Trust (hereinafter called “Applicant” or ” Trust”) has 
filed an application pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (“Act”) for an order of the 
Commission exempting Applicant from all provisions of the 
Act other than Sections 8(a), 17 and 36 thereof. All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of the representations con- 
tained therein, which are summarized below. 


On December 5, 1973, Greyhound Computer Corporation 
(“Greyhound”) announced its intention to solicit the share- 
holders of EDP Resources (“EDPR”) to tender their interest 
in EDPR securities, including its Common Stock, its 8% 
Subordinated Debentures, and two classes of its Warrants, 
but excluding its “Secured Equipment Notes” and its 
secured debt payable to banks. Greyhound also has the 
option to purchase other senior subordinated indebted- 
ness of EDPR at a discount. The tender offers are con- 
ditioned, among other things, on (1) the receipt of an 
order from the Commission exempting the Trust from 
certain provisions of the Act; (2) the tender of at least 
80% of the outstanding principal amount of Debentures; 
and (3) the tender of at least 90% of the outstanding 
Common Stock. The latter two of these three conditions 
can be waived by Greyhound; the first cannot. Both 
Greyhound and EDPR are in the business of leasing electronic 
data processing equipment. 


Among EDPR’s assets are 1,130,000 shares or approxi- 
mately 43% of the equity interest in Tele-Resources, inc. 
("T/R”) and 277,000 shares or approximately 12% of the 
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equity interest in lomec, Inc. ("lomec”), neither of which 
are publicly traded. Greyhound is not interested in retain- 


ing these securities, and the management of EDPR is anxious 


to preserve for the shareholders of EDPR the opportunity 
to participate in the potential of T/R and lomec. Accord- 
ingly, EDPR and Greyhound have agreed that Greyhound 
will pay EDPR $50,000 for an option (the “Option”) on 
these shares, which option will be held for the benefit of 

the present stockholders of EDPR. The option will be is- 
sued to Greyhound immediately after the consummation of 
the several tender offers and subsequent change in the 
composition of the Board of Directors of EDPR and will 
then be delivered to a trust, EDPR Shareholders’ Retention 
Trust ("Applicant” or “Trust”) organized to hold such 

shares for the benefit of persons who are EDPR share- 
holders of record immediately prior to the consummation 
of the tender offers. The Option will have a three year 

term and an exercise price initially of $616,625, increasing 
$1,025 a month thereafter to a maximum of $652,500. The 
Trust will terminate in the event the Option is not exer- 
cised by the end of the three year period. 1/ 


The trustees of the Trust, who initially will be three of the 
present directors of EDPR, none of whom are expected to 
continue as directors, have the power to borrow money to 
exercise the Option since, apart from the Option itself, the 
Trust has only token assets contributed to it by the trustees. 
If the Option is exercised, the trustees may either (1) sell 
the shares and distribute the proceeds of the sale; (2) dis- 
tribute the shares themselves; or (3) hold such shares until 
sale or distribution becomes permissible or practical. They 
may also reinvest certain cash proceeds in short-term 
Government securities, prime corporate commercial paper, 
and certificates of deposit. The Option is exercisable in 
whole, not in part. Voting and other stockholder rights 
relating to the lomec and T/R shares will be vested in the 
Trust during the term of the Option. 


Applicant alleges in support of its request that (1) its initial 
capital will be nominal; (2) its sole substantial asset for an 
indeterminate period will be the Option; (3) the principal 

if not sole investment decision by the trustees during the 
term of the Option will be whether, how and at what time 
the Option should be exercised; and (4) once the Option is 
exercised, the trustees’ decision powers are limited princi- 
pally to determine whether, when and how the lomec and 
T/R shares should be sold or distributed, with only narrow 
reinvestment powers. Applicant also alleges that many of 
the provisions of the Act would bar the establishment of 
the Trust and preclude the preservation of any interest in 
the lomec and T/R shares for the benefit of the share- 
holders of EDPR. For example, Applicant states that the 
preparation and filing of a registration statement under 
Section 8(b) of the Act and of periodic reports pursuant to 
Section 30 of the Act would entail time, effort, and ex- 
penditure of non-existent funds to place on record docu- 
ments which provide little, if any, additional and vital 
information. Applicant also states that the annual election 
of trustees, pursuant to Section 16(a) of the Act, by means 
of a proxy solicitation complying with Section 20(a) of the 
Act, would similarly entail time and expense to elect or re- 
elect trustees whose investment decisions are severely cir- 
cumscribed. Applicant further states that registration under 
Section 8(a) of the Act and non-exemption from Sections 
17 and 36 of the Act will insure that the provisions of the 
Act prohibiting self-dealing without Commission scrutiny 


and breach of fiduciary duty will nevertheless apply. 


As a condition to the granting of the order, Applicant has 
agreed that once the Option is either exercised or sold, 
Applicant must within 30 days thereafter either complete 
its registration and comply fully with all of the provisions 
of the Act or file an amendment to this application re- 
questing continued or modified relief trom the provisions 
of the Act and that, until such registration and compliance 
has been completed or such order has been continued or 
modified, Applicant will not distribute, sell or otherwise dis- 
pose of any of its assets except to invest or reinvest such 
assets in Government securities as defined in Section 2(a) 
(16) of the Act. 


Applicant further agrees that the order may be conditioned 
on the requirement that the trustees promptly transmit to 
holders of beneficial interests in the Trust notification of 
the exercise, abandonment, material amendment or other 
disposition of the Option and all material facts pertinent 
thereto, including disclosure of the source of the funds used 
to pay the exercise price. 


Applicant has requested that the period to be specified by 
this notice during which any requests for a hearing should 
be submitted be determined so that an order may issue by 
January 31, 1974 on the basis that a delay beyond that date 
might deprive public shareholders of EDPR of the alleged 
benefits of Greyhound’s tender offer as well as the potent- 
ial benefits of participation in the Trust. In support of 
this, Applicant states that Greyhound’s tender offers are 
conditioned on a receipt of the requested order by Jan- 
uary 31, 1974 and Greyhound has indicated that it is 
currently unwilling to consummate the tender offers after 
that date because 


(a) Greyhound’s right to purchase the unsecured debt of 
EDPR expires on January 31, and Greyhound will not pur- 
chase any of the securities of EDPR unless it simultaneously 
purchases all or a very substantial portion of each class of 
EDPR’s securities other than its secured debt; 


(b) after January 31, 1974, EDPR will no longer comply 
with a net worth maintenance requirement imposed under 
the terms of certain of its unsecured debt unless EDPR can 
successfully negotiate an appropriate revision to such 
terms; and 


(c) Greyhound will lose certain operating and business 
advantages, including the utilization of EDPR’s current 
tax loss which is estimated at several hundred thousand 
dollars, if the tender offers are not consummated on or 
prior to January 31, 1974. 


Section 6(c) of the Act provides, in pertinent part, that 

the Commission by order upon application, may condition- 
ally or unconditionally exempt any person from any pro- 
vision or provisions of the Act if and to the extent that such 
exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 

the Act. 


Section 8(a) of the Act provides, in pertinent part, that an 


investment company may register for the purposes of the 
Act by filing a notification of registration with the Com- 
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mission and that, upon the receipt by the Commission of 
such notification or registration, the investment company 
shall be deemed to be registered. Section 17 of the Act, 
among other things, prohibits affiliated persons or pro- 
moters of or principal underwriters for registered invest- 
ment companies or affiliated persons of such persons, pro- 
moters or principal underwriters from engaging in certain 
transactions with each other, such registered companies, or 
companies controlled by such registered companies unless 
exempted by an order of the Commission or in conformity 
with the Rules enacted under that Section. Section 36 of 
the Act, among other things, permits the Commission to 
bring action against individuals serving particular capacities 
with an investment company who have engaged or are about 
to engage in any act or practice constituting a breach of 
fiduciary duty involving personal misconduct in respect 

of any registered investment company for which such 
individual so serves or acts. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than January 29, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. Acopy of such request shall be served 
personally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mailing) 
upon applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The beneficial interests of each shareholder in the Appli- 
cant will not be evidenced by any instrument nor will it be 
transferable or subject to other disposition except by 
transfer by will, by the applicable law of descent and distri- 
bution, by operation of !aw, or by fiduciary or nominee sub- 
ject to certain conditions. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8183/January 15, 1974 


In the Matter of 


BROAD STREET INVESTING CORPORATION 
65 Broadway 
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New York, New York 10006 
(812-3430) 


ORDER PERMITTING WITHDRAWAL OF APPLICA- 
TION 


On April 19, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7775) of the filing of an application 
by Broad Street Investing Corporation (“Applicant”) for an 
order of the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting from 
the provisions of Section 22(d) of the Act a transaction in 
which Applicant’s redeemable securities were to be issued 
at a price other than the current public offering price 
described in the prospectus in exchange for substantially 


all of the assets of Forgash Investment Company. On Decem- 


ber 11, 1973, Applicant requested that the application be 
withdrawn. 


The matter has been considered and it has been found 
appropriate to permit the withdrawal of the pending appli- 
cation. Accordingly, 


IT 1S ORDERED that the aforementioned application be, 
and is hereby withdrawn effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8184/January 15, 1974 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 

Providence, Rhode Island 02903 

(812-3514) 


ORDER PERMITTING WITHDRAWAL OF APPLICA- 
TION 


Narragansett Capital Corporation (“Fund”), a non-diversi- 
fied, closed-end management investment company registered 
under the Investment Company Act of 1940 (”"Act”), and 

a licensed small business investment company under the 
Small Business Investment Act of 1958, filed an appli- 
cation pursuant to Section 17(d) of the Act and Rule 174-1 
thereunder for an order permitting the Fund to loan 
$400,000 to Main Line Fashions, Inc. ("Main Line”), to en- 
able Main Line to purchase some of its common stock from 
William Margolis. 


A notice of the filing of said application was issued by the 
Commission on November 5, 1973 (Investment Company 

Act Release No. 8071). On December 31, 1973, the Fund 
filed an amendment to its application requesting that the 

application be withdrawn because required approval of the 
proposed transaction by the Small Business Administration 
(“SBA”) was denied on September 26, 1973, and subse- 
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quent efforts to satisfy SBA requirements had failed. 
The matter having been considered, 


IT1S ORDERED that the application herein be permitted 
to be, and is hereby, withdrawn. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8185/January 17, 1974 


In the Matter of 
FRANKLIN CUSTODIAN FUNDS, INC. 
and 


FRANKLIN DISTRIBUTORS, INC. 
155 Bovet Road 

San Mateo, California 94402 
(812-3569) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
22(d) OF THE ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Franklin Custodian 
Funds, Inc. (“Fund”), a diversified, open-end manage- 

ment investment company registered under the Investment 
Company Act of 1940 ("Act”), and Franklin Distributors, 
Inc. ("FDI") principal underwriter of the Fund (herein- 
after collectively called “Applicants”), have filed an appli- 
cation pursuant to Section 6(c) of the Act for an order of 
the Commission exempting from the provisions of Section 
22(d) of the Act and Rule 22d-1 thereunder sales of Fund 
shares at net asset value without a sales charge pursuant to 
reinvestment privileges to be offered by the Fund. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representations 
made therein, which are summarized below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer thereof shall sell any redeemable security issued by 
such company to any persons except at a current public 
offering price as described in the prospectus. The pros- 
pectus of the Fund states that a sales commission is in- 
cluded in the offering price of the shares of such Fund. 


Applicants request an exemption from Section 22(d) of 
the Act and Rule 22d-1 thereunder to enable the Fund to 
sell its shares at their net asset value, i.e., without any sales 
charge, to persons who have caused their shares in the Fund 
to be redeemed. Investors will be permitted to reinvest up 
to the exact amount of their redemption proceeds (or to 

the nearest full share if fractional shares are not purchased). 
To be effective, notice from such persons of the exercise 

of the privilege must be received by Applicants, or be post- 


marked, within 15 days after the date the request for re- 
demption had been received. 


Applicants state that FDI will, at its expense, probably by a 
statement included with the redemption check, advise eli- 
gible shareholders of the right to reinvest the proceeds with- 
out any sales charges. Applicants also state that the pro- 
posed repurchases will be made at the net asset value per 
share next determined after receipt of the order, and that 
no sales commission will be received by FDI or any sales 
representative on such repurchases. 


Applicants further state that the privilege of reinvesting the 
proceeds of a redemption without any sales charge will be 
limited to persons who have not previously exercised such 
privilege as to the Fund, and that because of this limitation, 
the proposed privilege will not afford an opportunity for 
speculative short-term trading in shares of the Fund. 


Applicants contend that the proposed privilege will enable 
investors to be reminded of features of their investment 
which they may have over-looked, or of which they may 
have been unsure at the time they redeemed. 


Section 6(c) of the Act provides that the Commission may, 
upon application, conditionally or unconditionally exempt 
any person or transaction from any provision or provisions 
of the Act if such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 11, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 

on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 2054S. Acopy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. At any time after said date, as provided 
by Rule O-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application herein 
will be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who request 
a hearing, or advice as to whether a hearing is ordered, will 
receive notice of further developments in this matter, inclu- 
ding the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8186/January 17, 1974 


In the Matter of 
AMERICAN REPUBLIC ASSURANCE COMPANY, 


AMERICAN REPUBLIC ASSURANCE COMPANY 
SEPARATE ACCOUNT B AND 


AMERICAN REPUBLIC ASSURANCE COMPANY 
SEPARATE ACCOUNT C 


601 Sixth Avenue 
Des Moines, lowa 50334 
(812-3558) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that American Republic 
Assurance Company ("Assurance Company”) and 
American Republic Assurance Company Separate Account 
C ("Separate Accounts”) (hereinafter collectively referred 
to as “Applicants”) have filed an application pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(“Act”) for an order exempting Applicants from the pro- 
visions of Section 22(d) of the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations therein which are 
summarized below. 


Assurance Company is a stock insurance company organized 
on June 28, 1967 under Chapters 491 and 508 of the Code 
of lowa. The Assurance Company established Separate 
Account B and Separate Account C by duly adopted 
resolutions on August 21, 1967, and October 24, 1969, 
respectively. The Separate Accounts are registered under 
the Act as management open-end diversified investment 
companies. They were organized for the purpose of pro- 
viding, in accordance with Chapter 508 of the Code of 
lowa and the regulations issued thereunder, segregated ac- 
counts for assets set aside for certain variable annuity con- 
tracts (“Contracts”). Separate Account B holds assets set 
aside with respect to group and individual variable annuity 
contracts initially meeting the requirements of Section 
403(b) of the Internal Revenue Code ("Code”) or issued 
with respect to plans initially qualifying under Section 401 
of the Code. Separate Account C holds assets aside with 
respect to individual variable annuity contracts not necess- 
arily qualifying for special tax treatment under the Code. 


American Republic Insurance Company is a mutual life 
insurance company organized under the lowa Insurance 
Code on April 4, 1929. It is the parent and sole owner of 
the Assurance Company and American Republic Life In- 
surance Company of New York, a life insurance company 
organized on September 2, 1971, under the New York 
Insurance Code. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company shall sell any redeemable 
security issued by it to any person except at a current 
offering price described in the prospectus. 
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Applicants request an exemption from Section 22(d) in 
order to eliminate the sales and administrative charges on 
the amounts derived from values accumulated under 
insurance policies and annuity contracts or from death 
benefits payable under such previously issued insurance 
policies or contracts issued by the Assurance Company, 
American Republic Insurance Company, American Re- 
public Life Insurance Company of New York or any other 
life insurance company affiliated with American Republic 
Insurance Company when such amounts are used to 
purchase the Contracts issued by the Separate Accounts. 


Applicants represent that the elimination of sales and 
administrative charges on said amounts payable under the 
insurance policies and contracts is consistent with the 
protection of investors since charges have previously been 
paid on such other policies and contracts. The elimination 
of such charges would avoid unnecessary duplication of 
charges, and under these circumstances would not arbit- 
rarily or unfairly discriminate between different categories 
of investors. Applicants further represent that the eli- 
mination of sales charges would be consistent with the 
policies of the Act and would result in no unfair dis- 
crimination among participants. 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities, or transactions from the provisions of 
the Act and Rules promulgated thereunder if and to the 
extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 11, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on this matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously with 
the request. At any time after said date, as provided by 
Rule O-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the Application herein will 
be issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered, will 
receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








— CT) CO 


_ = 









sy" 
ith 


INVESTMENT COMPANY ACT OF 1940 





—————————— 
 - 
























Release No. 8187/January 18, 1974 
In the Matter of 


AVIATION GROWTH INVESTMENTS, INC. 
8645 Colesville Road 

Silver Spring, Maryland 20910 

(811-992) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 ("Act"), to declare by order upon its own 
motion that Aviation Growth Investments, Inc., (”Avia- 
tion”), a small business investment company registered 
under the Act as a closed-end, non-diversified management 
investment company, has ceased to be an investment 
company as defined in the Act. 


Aviation was organized as a Maryland corporation on Sep- 
tember 9, 1960, and filed a Notification of Registration 
on Form N-8A on October 13, 1960, and a Registration 
Statement on Form N-5 under the Act on November 9, 
1960. 


On August 13, 1973, Aviation was dissolved in accordance 
with the laws of the State of Maryland. In connection 

with the dissolution, all of the assets of Aviation, a wholly- 
owned subsidiary of AVEMCO Corporation (“AVEMCO”), 
were distributed to AVEMCO in complete cancellation of 
all of its shares of stock. Aviation presently has no assets, 
no stockholders, and no outstanding shares of stock. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and, upon the 
effectiveness of such order, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than February 14, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 

on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 


ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8188/January 17, 1974 


In the Matter of 
CONTINENTAL ASSURANCE COMPANY 
and 


CONTINENTAL ASSURANCE ANNUITY PLAN 
ACCOUNT 


and 


THE ANNUITY FUND 
310 South Michigan Avenue 
Chicago, Illinois 60604 
(812-3046) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTIONS FROM 
THE PROVISIONS OF SECTIONS 22(d), 26(a), AND 
27(c) (2) OF THE ACT 


NOTICE IS HEREBY GIVEN that Continental Assurance 
Company (“Company”), an Illinois stock life insurance 
company, Continental Assurance Annuity Plan Account 
(“Account”), a unit investment trust registered under the 
Investment Company Act of 1940 ("Act”), and the 
Annuity Fund (“Fund”), a diversified open-end manage- 
ment company registered under the Act, (collectively 
"Applicants”), have filed an application pursuant to Sec- 
tion 6(c) of the Act for an order exempting Applicants, to 
the extent noted below, from the provisions of Section 
22(d), 26(a), and 27(c) (2) of the Act. All interested per- 
sons are referred to the application, as amended, on file 
with the Commission for a statement of the representations 
contained therein, which are summarized below. 


Both the Account and the Fund were established in 1970 
by resolution of the Company’s board of directors and 
each is a separate account within the meaning of the Illinois 
Insurance Code. The Company is the depositor of the Ac- 
count which presently has 125,000 accumulation units out- 
standing, all of which are owned by the Company. The 
assets of the Account are all invested in the Fund. The 
Company created the Fund as an investment medium for 
the Account, other separate accounts of the Company and 
unit investment trusts of other life insurance companies 
which ‘are reinsured by the Company. The Fund does not 
intend to offer its investment units to the general public. 


Applicants request exemptions from the following pro- 
visions of the Act to the extent stated below. 
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Section 22(d) 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
thereof shall sell any redeemable security to the public 
except at a current offering price described in the pros- 
pectus. 


Applicants usual sales charges are graduated as follows: 
8.5% of each $5,000 of purchase payment; 6.5% of each 
purchase payment in excess of $5,000, but less than 
$15,000; 3% of each purchase payment in excess of 
$15,000 but less than $100,000; and 2% of any purchase 
payment in excess of $100,000. Applicants request an 
exemption from Section 22(d) to permit a reduced sales 
charge on the first $15,000 of purchase payment when a 
variable annuity is purchased pursuant to a settlement 
option under a life, accident, or health insurance policy of 
the Company, affiliates of the Company, or on policies in 
which the Company is the reinsurer. The sales loads would 
be 3% of the first $100,000 of the purchase payment and 
2% of the excess over $100,000. Applicants state that 
over all sales expenses will be lower, in dealing with such 
persons who are already known to the Company by virtue 
of their contracts with the Company, affiliates of the Com- 
pany, or reinsurance clients of the Company, than they 
would be in locating potential purchasers from among the 
general public. Applicants contend that the requested ex- 
emption would allow deductions for sales expenses to more 
closely approximate the Company’s actual expenses. 


Applicant also request an exemption from Section 22(d) 
to permit sales charges on variable annuity contracts issued 
by the Company, other than contracts issued pursuant to 
settlement options, to be based on the aggregate amount 
of purchase payments made for such contracts and for 
fixed annuity contracts offered by the Company. Appli- 
cants contend that the same sales expenses are generally 
involved in selling fixed and variable contracts of similar 
size. 


Applicants further request an exemption from Section 22(d) 
to permit the transfer, with no additional sales charges, of 
interests accumulated under fixed annuity contracts to a 
variable annuity contract. A charge of $10, however, will 
be imposed on such a transfer. Applicants represent that 
$10 is the approximate cost to the Company of effecting 
the transfer. Applicants contend that annuitants will al- 
ready have paid sales loads on their investments and that 
the imposition of an additional sales charge upon con- 
version would result in total charges greater than the 
Company’s actual sales expenses. 


Sections 26(a) and 27(c) (2) 


Sections 26(a) and 27(c) (2), as here pertinent, provide that 
a registered unit investment trust, and any depositor and 
underwriter for the trust, are prohibited from selling 
periodic payment plan certificates unless the proceeds of 

all payments other than the sales load are deposited with a 
qualified bank as trustee or custodian and held under an in- 
denture or agreement containing specified provisions, Such 
agreement must provide, in part, that (i) the custodian bank 
shall have possession of all the property of the unit invest- 
ment trust and shall segregate and hold the same in trust; 
(ii) the custodian bank shall not resign until either the unit 
investment trust has 
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investment trust has been liquidated or a successor custo- 
dian has been appointed; (iii) the custodian may collect 
fees from the income and if necessary from the corpus of 
the trust for services performed and for reimbursement of 
expenses incurred; and (iv) that no payment to the depositor 
or principal underwriter shall be allowed the custodian 
bank as an expense, except a fee, not exceeding such reason- 
able amount as the Commission may prescribe, as com- 
pensation for performing bookkeeping and other adminis- 
trative expenses normally performed by the custodian. 
Applicants request exemptions from Sections 26(a) and 
27(c) (2) so that the proceeds of all payments under the 
variable annuity contracts issued by the Account may be 
held by the Company rather than by a custodian or trustee 
as required under the Act and so that the Account may be 
administered directly by the Company in the manner des- 
cribed in the prospectus of the Account. Applicants state 
that under the provisions of the Illinois Insurance Code, the 
Account is not permitted to be organized under a trust in- 
denture. Applicants represent, however, that a custodian- 
ship is unnecessary in this instance because of the manner in 
which the contracts will be administered and the state 
regulation of the Company. Applicants state that invest- 


the Account and that substitution for such security is not 
permitted without the approval of the contract owners and 
the Commission. In addition, the Account will hold only 

non negotiable receipts showing the number of Fund In- | 
vestment Units owned by the Account which are not trans- 
ferable or assignable except to the Fund. 


ment units of the Fund are the only security deposited in | 


Applicants further assert that the Company is subject to 
extensive supervision and inspection by the Illinois Depart- 
ment of Insurance, and that such supervision and inspection 
provides assurance against misfeasance and affords the es- 
sential protections of trusteeship. There is a legally binding 
obligation of the Company to provide lifetime benefits | 
under its contracts. The Company has combined capital 
and surplus in excess of $210 million, and its officers and 
employees are covered by a fidelity bond in the amcunt of 
$4 million. Moreover, Applicants state that the Account's 
assets are not chargeable with liabilities arising out of the 
other business of the Company. 


ee 


Applicants have consented that the exemption requested 
from Sections 26(a) and 27(c) (2) may be made subject to 
the conditions (1) that the charges to investors for admin- 
istrative services shall not exceed such reasonable amounts as 
the Commission shall prescribe, jurisdiction being reserved 
to the Commission for such purpose, and (2) that the pay- 
ment of sums and charges out of the assets of the separate 
accounts shall not be deemed to be exempted from regula- 
tion by the Commission by reason of this order, provided 
that Applicants’ consent to this condition shall not be 
deemed to be a concession to the Commission of authority 
to regulate the payment of sums and charges out of such 
assets other than charges for administrative services, and 
Applicants reserve the right, in any proceeding before the 
Commission or in any suit or action in any court, to assert 
that the Commission has no authority to regulate the pay- 
ment of such other sums and charges. 





Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security or transaction from 
any provision or provisions of the Act, or of any rule or 
regulation thereunder, if and to the extent that such ex- 
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emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the 
Act. 


NOTICE IS HEREBY GIVEN that any ircerested person 
may no later than February 12, 1974, at 5:30 p.m. submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact 

or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any communication should be addressed: Secre- 








tary, Securities and Exchange Commission, Washington, D.C. 


| 20549. Acopy of such request shall be served personally 

| or by mail (air mail if the person being served is located 

| more than 500 miies from the point of mailing) upon the 

applicants at the addresses stated above. Proof of such 

service (by affidavit or in case of an attorney-at-law, by 

| certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and 

} Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following 
February 12, 1974, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as to 

| whether a hearing is ordered, will receive notice of 
further developments in the matter, including the date 

| of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


) George A. Fitzsimmons 
Secretary 
| 





| INVESTMENT COMPANY ACT OF 1940 
Release No. 8189/January 18, 1974 
| In the Matter of 


THE CORPORATE BOND TRUST, SERIES | 
(AND SUBSEQUENT SERIES) 


as c/o Paine, Webber, Jackson & Curtis 


Incorporated 
140 Broadway 
New York, New York 10005 
(812-3545) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR EXEMPTION FROM SECTION 14(a) 
OF THE ACT AND RULES 19b-1 AND 22c-1 THERE- 
UNDER AND PURSUANT TO SECTION 45(a) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that The Corporate Bond 
Trust, Series | ("Series I”), registered under the Investment 
Company Act of 1940 (“Act”) as a unit investment trust, 
and its sponsor, Paine, Webber, Jackson & Curtis Incor- 
porated (“Sponsor”) (collectively “Applicants”), have filed 
an application for an order pursuant to Section 6(c) of the 
Act (1) exempting Series | and any subsequent series from 
the minimum capital provisions of Section 14(a) of the Act, 



























(2) exempting the frequency of capital gains distributions 
by a series from Rule 19b-1 urider the Act, and (3) ex- 
empting the secondary market operations of the Sponsor in 
the units of a series from Rule 22c-1 under the Act, and, 
for an order pursuant to Section 45(a) of the Act, granting 
confidential treatment to profit and loss statements of the 
Sponsor filed with the Commission from time to time in 
connection with registration statements of a series. All 
interested persons are referred to the application, as 
amended, on file with the Commission for a statement of 
Applicants’ representations contained therein which are 
summarized below. 


The exemptive order is requested for Series | and subsequent 
series sponsored by the Sponsor with the same character- 
istics as Series |. Series | and each future series (collectively 
the ”Trusts”) will be governed by a trust indenture and 
agreement for that trust (hereinafter called “Trust Agree- 
ment”) under which the Sponsor will act as such, United 
States Trust Company of New York will act as Trustee 
(“Trustee”), State Street Bank and Trust Company of 
Boston will act as Co-trustee, and Interactive Data Services, 
Inc. will act as Evaluator (”“Evaluator”). 


The Trust Agreement for each of the Trusts will contain 
standard terms and conditions of trust common to all the 
Trusts. Pursuant to the Trust Agreement, the Sponsor will 
deposit with the Trustee not less than $5,000,000 principal 
amount of underlying corporate debt securities (hereinafter 
called the “Bonds”) which the Sponsor will have accumu- 
lated for such purpose. Simultaneously with such deposit 
the Trustee will deliver to the Sponsor, for sale to the pub- 
lic, registered certificates for not less than 5,000 Units, 
which will represent the entire ownership of that Trust at 
the Date of Deposit. 


The Bonds will not be pledged or be in any other way sub- 
jected to any debt at any time after the Bonds are deposited 
in a Trust. All of the Bonds will be bonds, notes, de- 
bentures or other corporate debt securities (both secured and 
unsecured, including both senior indebtedness and indebted- 
ness which is subordinate to other indebtedness) with fixed 
final maturity dates and no conversion or equity features. 
The Sponsor will accumulate the Bonds for the purpose of 
deposit in Series | and will follow a similar procedure of 
accumulating the Bonds for each of the Trusts. In selecting 
Bonds for a Trust the following factors will be of primary 
importance: (1) minimum Interactive Data Services, Inc.'s 
or Fitch Investors Service, Inc.’s rating of “BBB” or mini- 
mum Moody’s Investors Service, Inc.’s rating of “Baa”; (2) 
reasonable value relative to other issues of similar quality 
and maturity; (3) diversification of the portfolio; and (4) in- 
come to the holders of units of the Trust. 


The portfolio of each Trust will consist of the underlying 
Bonds, and any additional Bonds acquired and held by the 
Trust pursuant to the provisions of the Trust Agreement, 
together with accrued and undistributed interest and cash 
realized from the sale, redemption, maturity or other 
disposition of the Bonds. No substitution of the securities 
initially deposited with a Trust will be permissible except 
that certain of the Bonds may from time to time be sold 
Or may mature in accordance with their terms, and the 
Sponsor may, under the Indenture, direct the Trustee to 
sell or liquidate any of the Bonds upon the happening of 
certain events including (1) default in the payment of 
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principal or interest on any of the Bonds when due and pay- 
able; (2) institution of legal proceedings involving such 
Bonds; (3) a breach of covenant or warranty which could 
adversely affect the payment of debt service on the Bonds; 
(4) default in the payment of principal or interest on any 
other outstanding obligations of the same issuer; and (5) if 
disposition is desirable to maintain the qualification of the 
Trust as a regulated investment company under the Internal 
Revenue Code. The proceeds from such dispositions may 
be reinvested in substitute bonds meeting the investment 
characteristics set forth above or will be distributed to 
holders of units (“Units”) of the Trust. 


Each Unit for a particular Trust will represent a fractional 
undivided interest in the principal amount of Bonds in that 
Trust. The numerator of the fractional interest represented 
by each Unit will be 1 and the denominator will be equal 
to the number of Units then outstanding in the Trust. Units 
of each Trust will be redeemable. In the event that any 
Units shall be redeemed, the denominator of the fraction 
will be reduced and the fractional undivided interest 
represented by such Unit increased. Units will remain out- 
standing until redeemed or until the termination of the 
Trust Agreement. There will be no provision in any Trust 
Agreement for the issuance of any Units after the initial 
offering of Units (except to the extent that the secondary 
trading by the Sponsor in the Units is deemed the issuance 
of Units under the Act) and such activity will not take 
place. 


Following the deposit of Bonds for each Trust by the 
Sponsor with the Trustee, and following the declaration of 
effectiveness of that Trust’s registration statement under 
the Securities Act of 1933 and clearance by the securities 
authorities of various States, the Sponsor wiil offer the 
Units of the Trust to the public at the public offering price 
set forth in the Prospectus, plus accrued interest. 


While not obligated to do so, the Sponsor intends to main- 
tain a market for the Units of each Trust and to continually 
offer to purchase such Units at prices subject to change at 
any time, based on the aggregate of the then current offering 
prices of the Bonds in the Trust. If the supply of Units ex- 
ceeds demand, or for other business reasons, the Sponsor 
may discontinue purchases of Units at prices based on the 
offering prices of the Bonds. In this event, the Sponsor 
may nonetheless purchase Units, as a service to Unitholders, 
at a price based on the then current redemption value of 
Units, which value is based on the bid prices for the Bonds 
in the Trust. In no event will the price offered by the 
Sponsor for repurchase of Units be less than the then cur- 
rent redemption value. If the Sponsor repurchases Units in 
the secondary market at a price below the offering side 
evaluation of the Bonds, it will not resell such Units‘in the 
secondary market, but will either hold such Units for its 
own account or redeem such Units with the Trustee. 


A Unitholder who wishes to dispose of his Units is to be 
advised to inquire through his bank or broker as to the 

then current market price for Units prior to making a tender 
for redemption to the Trustee. In the absence or the avail- 
ability of more favorable terms existing in the secondary 
market referred to above, any Unit tendered for redemption 
to the Trustee shall be redeemed by the Trustee on the 
seventh calendar day following the day on which the Unit 

is tendered for redemption (“Redemption Date”). 
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Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company (a) have a net worth of at least $100,000 
prior to making a public offering of its securities, (b) have 
previously made a public offering and at that time have had 
a net worth of $100,000 or (c) have made arrangements for 
at least $100,000 to be paid in by 25 or fewer persons be- 
fore acceptance of public subscriptions. 


Applicants request exemption from Section 14(a) of the 
Act pursuant to Section 6(c) of the Act. Section 6(c) of 
the Act provides that the Commission may exempt persons, 
securities, and transactions from any provisions of the Act 
if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Series | and each subsequent Trust at the date of deposit 
of the underlying Bonds for such Trust, and before any 
Unit of that Trust is offered to the public, will have a net 
worth of at least $5 million represented by the market 
value of the Bonds deposited with the Trustee on that date. 
Deposit by the Sponsor of Bonds with a net worth of at 
least $5 million in Series | and each subsequent Trust, 

in exchange for units of Series | and the subsequent Trusts 
which units the Sponsor then intends to offer to the public, 
may be deemed not to satisfy these provisions of the Act. 


The Sponsor has, therefore, agreed that it will refund on 
demand and without deduction all sales charges to pur- 
chasers of Units of a Trust if, within 90 days from the 
time when the Trust becomes effective under the Securities 
Act, the net worth of the Trust shall be reduced to less 
than $100,000 or if the Trust shall have been terminated. 
The Sponsor further agrees to instruct the Trustee on the 
Date of Deposit of each Trust that in the event redemption 
by the Sponsor of Units constituting a part of the unsold 
Units shall result in that Trust having a net worth of less 
than $5 million, the Trustee shall terminate the Trust in 
the manner provided in the Trust Agreement and distribute 
all Bonds and other assets deposited with the Trustee pur- 
suant to the Trust Agreement as provided therein. The 
Sponsor further agrees, in such event, to refund any sales 
charges to any purchaser of Units purchased from the 
Sponsor or any dealer participating in the underwriting on 
demand and without deduction. Applicant contends that in 
these circumstances it would be consistent with the pur- 
poses of the Act and the protection of investors to 
exempt from Section 14(a) of the Act, Series | and all sub- 
sequent Trusts which are all unit investment trusts, i.e. 
fixed trusts whose portfolios will consist of specified 
securities at the time of the sale of Units to public 
investors. 


Rule 19b-1 


Rule 19b-1(a) under the Act provides, in substance, that no 
registered investment company which is a “regulated invest- 
ment company”, as defined in Section 851 of the Internal 
Revenue Code, shall distribute more than one capital gain 
distribution in any one taxable year. Paragraph (b) of the 
Rule contains a similar prohibition for a company not a 
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"regulated investment company”, but permits a unit invest- 
ment trust to distribute capital gain distributions received 
from a “regulated investment company” within a reason- 
able time after receipt. 


Distribution of principal and interest to Unitholders of a 
Trust are to be made on a monthly basis. Distributions of 
principal constituting capital gains to Unitholders may 
arise when and if Units are redeemed by the Trustee and 
Bonds from the portfolio are sold to provide the funds 
necessary for such redemption. Each Unitholder would 
then receive his pro rata portion in substitute Bonds in 
accordance with the Trust Agreement. Thus, a Unitholder 
might receive, in his distribution, funds which constitute 
capital gains since the value of the portfolio Bonds that 
have been redeemed or sold may have increased after the 
date of initial deposit. 


Paragraph (b) of Rule 19b-1 provides that a unit invest- 
ment trust may distribute capital gains received from a 
"regulated investment company” within a reasonable 

time after receipt. Applicant states that the purpose 

of this provision is to avoid forcing unit investment trusts 
to accumulate valid distributions received throughout the 
year and to distribute them only at year end. Applicants 
state that the policy behind the exemption provided by 
paragraph (b) of Rule 19b-1 from the once-a-year capital 
gain distribution of Rule 19b-1(a) is relevant to the 

Trusts even though the Trusts will not invest in regulated 
investment companies. 


The dangers against which Rule 19b-1 is intended to 

guard, the Applicants’ state, do not exist in Applicants’ 
situation since the events which may give rise to capital 
gains are substantially independent of any action by the 
Sponsor and the Trustee or Co-Trustee. In addition, it is 
alleged that the amounts involved in a normal distribution 
of principal are relatively small in comparison to the normal 
interest distribution, and that such distributions are clearly 
indicated in accompanying reports to Unitholders as a 
return of principal. Applicants contend that it would be 
clearly to the detriment of Unitholder if a Trust would be 
required to hold any money, which might be capital gains, 
until the end of its taxable year before distributing such 
gains to Unitholders. 


Rule 22c-1 


Applicants also seek an order pursuant to Section 6(c) of 

the Act exempting the secondary market operations of the 
Sponsor from the provisions of Rule 22c-1 under the Act. 
The Sponsor proposes to adopt the practice of valuing 
Applicants’ Units, for repurchase and resale by the Sponsor 
in the secondary market, at prices computed once a week as 
of the close of business on the last business day of the week, 
effective for all transactions made during the following 

week. The evaluation is to be made by the Evaluator. 


Rule 22c-1 provides, in part, that redeemable securities of 
registered investment companies must be sold, redeemed 

or repurchased at a price based on the current net asset 
value (computed on each day during which the New York 
Stock Exchange is open for trading not less frequently 

than once daily as of the time of the close of trading on 
such Exchange) which is next computed after receipt of a 
tender of such security for redemption or of an order to re- 


purchase or sell such security. 


Applicants assert that the pricing by the Sponsor in the 
secondary market will in no way affect the assets of Series 

| or of the subsequent Trusts, and that Unitholders will 
benefit from such pricing procedures by receiving, normally, 
higher repurchase prices for their Units than they would re- 
ceive upon redemption, without the cost burden of daily 
evaluations of the Unit redemption value. In addition, the 
application states that the Sponsor has undertaken to adopt 
a procedure whereby the Evaluator, without a formal eva- 
luation, will provide estimated evaluations on trading days. 
In the case of a repurchase by the Sponsor, if the Evaluator 
cannot state that the current bid side evaluation is not 
higher than or equal to the previous Friday's offering side 
evaluation, the Sponsor will order a new offering side eva- 
luation for the purpose of such repurchase. Also, in the 
case of such a repurchase, if the Evaluator cannot state 

that the previous Friday’s offering side evaluation, to be 
paid to a Unitholder, is no more than one-half point ($5 on 
a Unit representing approximately $1,000 face amount of 
underlying Bonds) lower than the current offering side 
evaluation, a full evaluation will be ordered to determine 
the current offering side evaluation to be paid the Unit- 
holder. In the case of a sale by the Sponsor, if the Evaluator 
cannot state that the previous Friday’s offering side evalua- 
tion is no more than one-half point greater than the current 
offering side evaluation, a full evaluation will be ordered. 
Applicants assert that this procedure will minimize the 

risk that selling Unitholders may receive less than the 
current offering side evaluation of their interests or that 
purchasers from the Sponsor may pay more than the 
current offering side evaluation of the interests to be ac- 
quired plus sales charges. Applicants contend that an ex- 
emption from the daily forward pricing requirement of 
Rule 22c-1 would be appropriate because it would save a 
Trust the expense of daily evaluations and that such ex- 
emption would be consistent with the protection of 
investors and the purposes of the Act because of the afore- 
mentioned procedures. 


Section 45(a) 


Applicants also seek an order of the Commission pursuant 
to Section 45(a) of the Act granting confidential treatment 
to profit and loss statements of the Sponsor filed with the 
Commission from time to time in connection with offer- 
ings of Units of the Trusts. 


Section 45(a) of the Act provides, in pertinent part, that 
information filed with the Commission “shall be made 
available to the public, unless and except insofar as the 
Commission, .. . by order upon application, finds that 
public disclosure is neither necessary nor appropriate in 
the public interest or for the protection of investors”. 


Applicants submit that public disclosure of the Sponsor’s 
profit and loss statements in connection with offerings of 
Units of the Trusts is neither necessary nor appropriate in 
the public interest or for the protection of investors. In- 
vestors:in the Trusts are not offered an opportunity to 
acquire any interest whatsoever in the Sponsor. Apart 
from the Sponsor’s minimal obligation under the Trust 
Agreements to designate Bonds for liquidation by the 
Trustee to the extent necessary to provide funds for re- 
demption (which obligation may be performed by the 
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Sponsor), to furnish to the Trustee a list of suggested sub- 
stitute securities, and to advise the Trustee in cases of 
sales of Bonds due to adverse credit characteristics or de- 
fault and certain other contingent supervisory responsibi- 
lities, the Sponsor has virtually no discretionary authority 
relating to the management of the Trust. Applicant states 
that the Sponsor thus functions primarily as an underwriter 
of the Trust. Applicant asserts that there is, therefore, no 
legitimate interest on the part of investors in the Trusts in 
the public disclosure of the profit and loss statements of 
the Sponsor. 


To the extent that the Sponsor’s solvency may be thought 
relevant to the maintenance of the secondary market in 
Units of the Trusts, adequate information is contained in 
other public filings made by the Sponsor with the Com- 
mission and the major securities exchanges. Moreover, the 
Sponsor is not obligated to maintain such secondary market, 
and Unitholders have at all times the right to redeem their 
Units at their net asset value. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than February 13, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of 
such service (by affidavit or in case of an attorney-at-law 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application will be issued as of course following Feb- 
ruary 13, 1974, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 397/January 18, 1974 


Admin. Proc. File No. 3-4293 


In the Matter of 
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ADVANCED ANALYSIS, INC. 
4140 Redwood Highway 

San Rafael, California 
(801-8449) 


STUART ALAN SCHWALBE 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC. 
TIONS 


In these proceedings under the Investment Advisers Act 
(“Act”), an offer of settlement has been submitted by 
Advanced Analysis, Inc. (“registrant”), a registered invest- 
ment adviser, and Stuart Alan Schwalbe, its president 

and sole shareholder. Solely for purposes of settlement, and 
without admitting or denying the allegations in the order 
for proceedings, respondents consent to findings of willful | 
violations as alleged in that order and to the imposition of 
specified sanctions. Upon the recommendation of its staff, } 
the Commission determined to accept the offer. 





On the basis of the order for proceedings and the offer of 


settlement, it is found that: 


1. During the period from about October 6, 1972 to April 
24, 1973, registrant, willfully aided and abetted by Schwalbe, 
willfully violated Section 206 of the Act and Rule 206(4) - 1 
thereunder. Respondents distributed advertisements for 
registrant's advisory services which, among other things, 
referred to a testimonial concerning registrant and its ser- 
vices, and to specific past recommendations by registrant 
which had been profitable without setting out or offering | 





to furnish a list of all of registrant’s recommendations with- 
in the preceding year and without including a cautionary 
legend as to future recommendations. The advertisements 
also represented that Schwalbe’s powers of extrasensory 
perception (“ESP”) could in and of themselves be used to 
determine which securities to buy or sell, promised that 
registrant’s services would produce imminent profits and 
substantial success, and falsely stated that ESP was an 
established and reliable means of security analysis and that 
Schwalbe had been very successful in employing it to pre- 
dict stock values. 


2. During the period from about October 6 to December 
20, 1972, registrant, willfully aided and abetted by Schwalbe, 
willfully violated Section 203(a) of the Act by engaging in 
business as an investment adviser when it was not registered 
with the Commission as required. 


3. Registrant and Schwalbe willfully violated Section 207 
of the Act by failing to disclose in registrant's application 
for registration, filed November 20, 1972, Schwalbe’s 1960 
suspension by the New York Stock Exchange for a period 
of two months. 


4. During the period from about December 20, 1972 to 
April 24, 1973, registrant, willfully aided and abetted by 
Schwalbe, willfully violated Section 208(a) of the Act by 
representing that respondents’ qualifications and methods 
of security analysis had been passed upon by the 
Commission. 


The offer of settlement provides that registrant’s investment 
adviser registration may be revoked, and that Schwalbe may 












be barred from association with an investment adviser, with 
the proviso that, after one year, he may apply to the Com- 

mission to become so associated in an adequately supervised 
capacity. Upon a showing that he has been so employed 
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for three years, Schwalbe may apply to the Commission to 
become associated with an investment adviser as a principal. 


In view of the foregoing, it is in the public interest to take 
the remedial action specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registration as an 
investment adviser of Advanced Analysis, Inc. be, and it 
hereby is, revoked; and that Stuart Alan Schwalbe be, and 
he hereby is, barred from association with any investment 
adviser, with the proviso that, after one year, he may apply 
to the Commission to become so associated in an adequate- 
ly supervised capacity. Upon a showing that he has been 

so employed for three years, Schwalbe may apply to the 
Commission to become associated with an investment 
adviser as a principal. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6200/January 14, 1974 
SEC v. LONDON SECURITIES, LTD., et al. (S.D.N.Y.) 


William D. Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange Commission, 
announced today that on January 3, 1973 the Com- 

mission filed a Complaint in the U.S. District Court in New 
York City charging London Securities, Ltd., a broker- 

dealer located at 52 Broadway, New York, New York, and 
Joseph C. Caggiano, of Brooklyn, New York, its president, 
with violating and aiding and abetting violations of, the 
Commission's registration, net capital, books and records, 
and supplemental reporting requirements under Sections 
15(b), 15(c) and 17(a) of the Securities Exchange Act of 
1934, and Rules 15b3-1, 17a-3, 17a-4 and 17a-11 there- 
under, and the margin regulations under Section 7(c) of 

the Securities Exchange Act of 1934, and Regulation T 
thereunder as promulgated by the Board of Governors of 
the Federal Reserve System. In its Complaint, the Com- 
Mission requested a temporary restraining order and pre- 
liminary and permanent injunctions enjoining the de- 
fendants from further violations of these provisions. 


On January 4, 1974 Judge Harold R. Tyler, Jr. issued a 

temporary restraining order as requested by the Com- 

mission. The Commission’s requests for a preliminary in- 

junction and a permanent injunction, and the appointment 

- temporary receiver, are presently pending before the 
ourt, 


The National Association of Securities Dealers, Inc. of 
New York City assisted the Commission in its investigation 
leading to the filing of its Complaint. 





Litigation Release No. 6201/January 14, 1974 
S.E.C. v. THE JEROBOAM WINES, LTD. (D. Mont.) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission an- 
nounced on January 7, 1974 the filing of a complaint 
in the United States District Court for the District of Mont- 
ana, at Billings which seeks to enjoin The Jeroboam Wines, 
Ltd., formerly the Vinery, Ltd., a Delaware corporation, 
Grant C. Aadnesen, an attorney in Salt Lake City, Albert 
H. Landry of Pacific Palisades, California and Arnold 
Scheeler of Billings. 


The complaint alleges violations of Sections 5 and 17(a) 

of the Securities Act of 1933 and of Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 there- 
under. The alleged violations occurred in connection with 
the sale of unregistered investment contracts of a Moroccan 
fish company and stock of Jeroboam. 


Defendants are alleged to have made false and misleading 
statements regarding the future value of Jeroboam stock, 

the prospects for the company growth and the assets of the 
company. The complaint also alleged defendants engaged 

in a scheme to defraud investors by representing to investors 
their funds would be held for security in a trust when instead 
defendants utilized a significant portion of the funds for 
their own purposes. 


The complaint seeks the issuance of a preliminary and per- 
manent injunction against the named defendants and the 
restitution of the investors’ funds. 


A hearing on the motion for the preliminary injunction is 
scheduled for January 29 in Billings. 





Litigation Release No. 6202/January 14, 1974 


SEC v. ROBERT L. ARATA, Individually and d/b/a 
ARATA & COMPANY (N.D. TEX.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced that Federal District Judge Sarah T. 
Hughes on January 9, 1974 entered orders of permanent 
injunction by consent against Robert L. Arata, individually 
and d/b/a Arata & Company, Garland, Texas and James 
W. Trautwein, Dallas, Texas, forbidding future violations 
of the securities registration and anti-fraud provisions of 
the federal securities laws in the offer and sale of profit 
sharing agreements and investment contracts issued by 
Arata and Arata & Company. 


Following a short hearing on January 9th on the Com- 
mission’s motion for appointment of a receiver, Judge 
Hughes on January 11, 1974 ordered Attorney David H. 
Rosenberg, 2300 Main Tower, Dallas, Texas, appointed as 
receiver for Robert L. Arata, individually and d/b/a Arata 
& Company. 


For further information See Litigation Release No. 6180. 





Litigation Release No. 6203/January 17, 1974 


U.S. v. JACK ALDRIDGE, JAMES J. PERRAULT and 
SAMUEL P. GOOD, JR. (S.D. IN.) 


John |. Mayer, Administrator of the Chicago Regional Office 
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of the Securities and Exchange Commission, and Stanley B. 
Miller, United States Attorney for the Southern District of 
Indiana, announced that on January 10, 1974 Judge William 
E. Steckler, of the United States District Court at Indiana- 
polis, Indiana, sentenced defendant James J. Perrault to two 
years imprisonment on each of seven counts of securities 
fraud and three counts of mail fraud, the sentences to run 
concurrently. The violations for which Perrault was sen- 
tenced were in connection with the offer and sale of the 
securities of American National Trust and Republic Nation- 
al Trust. 


For further details see Litigation Release Nos. 4291, 4833, 
5075, and 6008. 





Litigation Release No. 6204/January 17, 1974 
U.S. v. ROBERT B. BRUCE, et al. (C.A. 5, No. 73-1398) 


John W. Stokes, Jr., United States Attorney for the 
Northern District of Georgia, and Jule B. Greene, Admin- 
istrator of the Atlanta Regional Office of the Securities and 
Exchange Commission, announced that on December 18, 
1973 the United States Court of Appeals for the Fifth Cir- 
cuit upheld the November 21, 1972 convictions of Robert 
B. Bruce, a Miami, Florida accountant, Robert A. Black- 
wood, an Atlanta, Georgia attorney, and Robert S. Walker, 
a Tampa, Florida businessman, for violations of the anti- 
fraud provisions of the Securities Act of 1933 and the mail 
fraud and conspiracy statutes in connection with sales of 
securities of American Capital Corporation of Atlanta. 


Blackwood’s conviction for violating the registration require- 


ments of the Securities Act was reversed. 


For additional information, see Litigation Release Nos. 
5003, 5733, 5771 and 5790. 





Litigation Release No. 6205/January 17, 1974 


SEC v. DYNAMIC INDUSTRIES, INC., et al. (N.D. Ga. 
Civil Action No. 7451) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on January 11, 1974, the Commission filed 
a complaint in the United States District Court at Atlanta, 
Georgia seeking to enjoin Dynamic Industries, Inc., a 
Georgia corporation, Ralph J. Coolidge, Jr. of Kennesaw, 
Georgia, Edgar L. Thomas, Jr. of Marietta, Georgia, K. 
Robert Crowe of Smyrna, Georgia, Kenneth E. Franklin of 
Marietta, Georgia and Norman R. Westerdale of Kennesaw, 
Georgia, from violations of Sections 5 (registration) and 
17 (anti-fraud) of the Securities Act of 1933 and Section 
10(b) and Rule 10b-5 thereunder of the Securities Ex- 
change Act of 1934 in the sale of the common stock of 
Dynamic Industries, Inc. 


The complaint alleges, among other things, that the 
defendants made false and misleading statements and omit- 
ted to state material facts concerning methods by which 
non-residents of Georgia could purchase the stock, the 
future price and market activity of the stock, the approval 
of the stock by the Commission and the financial condition 
of the company. 
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Litigation Release No. 6206/January 17, 1974 











SEC v. ALEXANDER KASSER, et al. (United States Dis- 
trict Court for the District of New Jersey) 








On January 17, 1974, the Securities and Exchange Com- 
mission filed a complaint in the United States District 
Court for the District of New Jersey seeking to enjoin 
Alexander Kasser, Stephen E. Mochary, Technopulp In- 
corporated, Churchill Forest Industries Ltd., Churchill Pulp 
Mil! Ltd., James M. Brown Jr., Chester Chastek, River 
Sawmills Company and Blue Construction Corporation 
from further violations of Section 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Securities Exchange 


Act of 1934 and Rule 10b-5 thereunder. The Commission's | 


complaint alleges that Alexander Kasser (“Kasser”), Stephen 
E. Mochary ("Mochary”), Churchill Forest Industries Ltd. 
("C.F.1.”), Churchill Pulp Mill Ltd. (“C.P.M.”), and Techno- 
pulp Incorporated engaged in a scheme to defraud the Mani- 
toba Development Fund (now known as the Manitoba 
Development Corporation), the Canadian Department of 
Regional Economic Expansion, prospective investors, and 
others in connection with the offer, sale and purchase of 
securities of C.F.1. and C.P.M. Defendant Kasser is a former 
president of Technopulp, Inc., a pulp and paper engineering 
firm located in Montclair, New Jersey. The defendant 
Mochary is a former secretary, treasurer and director of 
C.P.M. and a former officer of Technopulp, Inc. C.F.I. and 
Technopulp, Inc. are subsidiaries of C.P.M. 


The complaint alleges that Kasser induced the Manitoba 
Development Fund, a Crown corporation owned by the 
Province of Manitoba, Canada, to enter into a master 
finance agreement with C.F.1. to establish a pulp mill and 


Manitoba Development Fund under the terms of the 

master finance agreement was obligated to loan C.F.I. 
approximately 86% of the total investment in the complex 
on the condition that C.F.1. invested equity capital equal to 
14% of such total investment. The complaint further alleges 
that during the period from March 19, 1969 to January 1970 
C.F.1. issued and delivered debentures to the Manitoba 
Development Fund in the total amount of $40,700,000 
and received disbursements of over $38 million from the 
Fund. The complaint alleges the defendants made false and | 
misleading statements in connection with the sale of C.F.I. 
debentures to the Fund and in connection with the issuance 
of equity securities of C.F.I. with a value of approximately 
$4,700,000. 


The complaint alleges that in another Pas development 
project the defendants Kasser, Mochary, James M. Brown | 
Jr. (“Brown”), Chester Chastek ("Chastek”) River Sawmills 
Company ("River") and Blue Construction Corporation 
(“Blue”) engaged in a scheme to defraud the Manitoba 
Development Fund, the Canadian Department of Regional 
Economic Expansion, prospective investors and others, in 
connection with the offer, purchase and sale of securities of 
River and Blue. Brown was chairman of the board of 
directors of River, a wholly owned subsidiary of Blue. The 
defendant Chastek was president, general counsel and 
director of Blue. The complaint alleges that Kasser, 
Brown and Chastek induced the Manitoba Development 
Fund to enter into a master finance agreement with River 
to establish a saw mill at the Pas in Northern Manitoba. The 
master finance agreement obligated the Manitoba Develop 
ment Fund to lend River 80% of the total investment re- 


related facilities at the Pas in Northern Manitoba. The $ 
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quired to establish the saw mill on condition that River in- 
vest equity capital equal to 20% of the total investment 
required for the saw mill. River issued an delivered 
debentures to the Manitoba Development Fund in the 

total face amount of approximately $9.6 million and re- 
ceived disbursements from the Fund in the total amount 
of approximately $8 million. The complaint alleges that 
defendants made false and misleading statements in con- 
nection with the issuance of River debentures to the 
Manitoba Development Fund and in connection with the 
issuance of equity securities of River and Blue with a value 
of approximately $2,000,000. 


The Commission’s complaint seeks ancillary relief in addi- 
tion to an injunction against the defendants. The ancil- 

lary relief includes restitution, disgorgement and an account- 
ing from defendants Kasser and Brown. Kasser and Brown 
are charged in the complaint with defrauding the Manitoba 
Development Fund. The ancillary relief requested in- 

cludes a constructive trust for Technopulp, Inc., to 

maintain the status quo until the question of restitution 

and disgorgement is determined. 





Litigation Release No. 6207/January 18, 1974 


The Securities and Exchange Commission and the United 
States Attorney for the Southern District of New York an- 
nounced yesterday that a federal grand jury had filed a 
fourteen-count indictment charging Cortes W. Randell, 

the former president of National Student Marketing 
Corporation, and Bernard J. Kurek, National Student 
Marketing’s former chief accounting officer, Robert C. 
Bushnell and Dennis M. Kelly, former salesmen and execu- 
tives of National Student Marketing, and John G. Davies, 
formerly chief internal counsel for National Student Market- 
ing, with a conspiracy to violate the federal mail and wire 
fraud statutes, the anti-fraud provisions of the Securities 
Act of 1933, and the anti-fraud and false filing provisions 
of the Securities Exchange Act of 1934, and Rule 10b-5, 
the basic anti-fraud rule promulgated by the Securities and 
Exchange Commission under the 1934 Act in connection 
with the issuance in 1968 and 1969 of false and mis- 
leading financial statements and reports about National 
Student Marketing Corporation’s assets and earnings. 


The indictment also charges Anthony M. Natelli, a partner 
in the firm of Peat, Marwick, Mitchell & Co., National 
Student Marketing Corporation’s outside auditors, Joseph 
Scansaroli, a former employee of that firm, Randell, Kelly, 
Bushnell and Kurek, with making false and misleading 
statements in a proxy statement filed with the Securities 
and Exchange Commission in mid-1969. 


The indictment charges that in March 1968, Randell and 
the four former employees of National Student Marketing 
Corporation began a fraudulent scheme for recording income 
and assets on the financial statements of the corporation 

with respect to “contracts in progress”, although they knew 
the income and assets resulting from those contracts were 
largely non-existent; that Randell used false reports of the 
corporation’s sales, earnings and future prospects in attemp- 
ting to induce financial institutions, private investors, and 

the shareholders of acquisition candidates to accept Nation- 
al Student Marketing stock for money, property and securi- 
ties. According to the indictment, shareholders of National 





Student Marketing Received an annual report for the com- 
pany containing misleading financial statements for the 
fiscal year ended August 31, 1968 and misleading interim 
reports for subsequent periods. 


The indictment charges that, in connection with the sale of 
more than 2,000,000 shares of National Student Marketing 
stock in late 1969, Randell failed to disclose that National 
Student Marketing’s internal youth marketing division had 
operated at a loss during the fiscal year ended August 31, 
1969 and was being substantially disbanded; that published 
reports and projections of substantial earnings of the 
corporation were based in large part on the earnings of 
other companies acquired by the corporation after August 
31, 1969; that prior favorable reports as to the corporation's 
sales and earnings had been based in part on non-existent 
contracts and that unfavorable accounting adjustments had 
been made to the sales and earnings figures which had 

been reported previously for the year ended August 31, 
1968 and for the nine-month period ended May 31, 1969. 


The indictment also charges that it was part of the con- 
spiracy that Randell and the four other former employees 
of National Student Marketing caused the price of the 
corporation’s stock on the over-the-counter market to 

rise to the artificially high price of $70 a share -- after a 
two for one stock split -- from its initial offering price of 
$6 a share in April 1968; that purchasers of the stock were 
defrauded of many millions of dollars; and that Randell, 
Bushinell and Kelly profited from the sale of their National 
Student Marketing stock during 1969 and that Randell, 
individually, had made $3,000,000 on the sale of his stock 
during 1969. 


The indictment also alleges that in carrying out the con- 
spiracy, Randell, Bushnell and Kelly forged and used forged 
letters purporting to be commitments from the Pontiac 
Division of the General Motors Corporation, Eastern Air 
Lines and American Air Lines to purchase National Student 
Marketing services. 








TRUST INDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
Release No. 353/January 15, 1974 


The Securities and Exchange Commission has issued a notice 
giving interested persons until January 24, 1973 to re- 

quest a hearing on an application by Fruehauf Corporation 
("Freuhauf”), a Michigan corporation, pursuant to Section 
310(b) (1) (ii) of the Trust Indenture Act of 1939 declaring 
that the trusteeship of National Bank of Detroit under two 
indentures of Freuhauf is not so likely to involve a material 
conflict of interest as to make it necessary to disqualify 
National Bank of Detroit from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 354/January 16, 1974 


On December 17, 1973, the SEC issued a notice giving 
interested persons until January 4, 1974, to request a 
hearing on an application by Standard Oil Company 
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(Indiana), pursuant to Section 310(b) (1) 

Indenture Act of 1939 declaring that the trusteeship of The 
Chase Manhattan Bank (N.A.) under an indenture dated 
September 15, 1966, qualified under the Act, and another 
indenture, dated December 2, 1973, not so likely to involve 
a material conflict of interest as to make it necessary in the 
public interest or for the protection of investors to disqualify 
Chase Manhattan from acting as Trustee under these 
indentures. 


No request for a hearing having been received by January 
4, 1974, an order granting the application was issued. 
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